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MARTIN CODY, et al. 
Plaintiffs, 



Civil Action No. l:05-cv-01041 (RJL) 



ROBERT M. GATES, 
Secretary of Defense, et i 



DECLARATION OF DAVID H. BAMBERGER 

IN SUPPORT OF PLAINTIFFS' REQUEST FOR DISCOVERY 

PURSUANT TO FED. R. CIV. P. 56(f) 

Plaintiffs submit this declaration in support of their request for discovery pursuant to Fed. 

R. Civ. P. 56(f): 

1. My name is David H. Bamberger. I am over eighteen (18) years of age and have 
personal knowledge of the facts set forth herein. 

2. I am a Partner at DLA Piper US LLP, and I am counsel of record for the Plaintiffs 
in the above-referenced matter. 

3. I have read and am familiar with Defendants' Motion for Summary Judgment in 
this action. As is described below, certain facts relevant to the assertions in the Motion for 
Summary Judgment have been and remain unavailable to Plaintiffs in the absence of formal 
discovery. 
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4. Plaintiffs' counsel have received informal, unsolicited information from medical 
personnel with actual knowledge of the medical care provided to the residents at the Armed 
Forces Retirement Home - Washington, D.C. (the "Home"). 

5. Prior to filing this action, Plaintiffs sought to conduct informal discovery through 
interviewing a former nurse at the Home to discover facts that may be material to this action. On 
or about December 10, 2004, Plaintiffs' counsel received a letter from the Department of the 
Army regarding communications with former personnel from the Home. A genuine copy of this 
letter is attached hereto as Exhibit 1 . 

6. In the motion for summary judgment, Defendants make various representations 
about both the health care services available to residents at the Home and the quality of such 
services. In so doing, Defendants raise certain questions of fact about the health care at the 
Home. In order to respond fully to these assertions, Plaintiffs need to have the opportunity to 
conduct discovery. 

7. Plaintiffs intend to conduct written discovery regarding, among other things, the 
specific changes in the level of health care that is available to residents at the Home, the policies 
regarding health care at the Home, information about what health care is actually provided, and 
reports and investigations as to the health care provided at the Home. Plaintiffs also intend to 
take deposition testimony from, among others, members of management and policy makers at 
the Home, health care providers at the Home (or formerly at the Home), and other medical 
personnel who have knowledge of the health care provided at the Home (such as personnel at 
Walter Reed). 

8. Denying or continuing Defendants' Motion for Summary Judgment will allow 
Plaintiffs the opportunity to conduct discovery from Defendants and Defendants' current and 
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former employees and/or agents as to facts material to this action. Plaintiffs have not had an 
opportunity to conduct such discovery to date. 

9. Attached hereto as Exhibit 2 is a document entitled Bulletin which appears to be a 
copy of a Bulletin issued at the Home on November 1 4, 2003 . Attached hereto as Exhibit 3 is a 
page entitled "Morning Meeting Minutes 08 July 2004" which appears to be the first page of 
minutes of a meeting including medical staff at the Home which was conducted on July 8, 2004. 
Attached hereto as Exhibit 4 is a copy of a letter from the Comptroller General to the Secretary 
of Defense dated March 19, 2007. Attached hereto as Exhibit 5 is a genuine copy of the 
Government Accountability Office Report GAO-07-790R, Armed Forces Retirement Home: 
Health Care Oversight Should Be Strengthened, dated May 30, 2007, which was obtained from 
the GAO's web site ( www.gao.gov1 . Attached hereto as Exhibit 6 is the Home's Fiscal Year 
2004 Annual Performance and Accountability Report, which was also obtained from the Home's 
web site (www.afrh.gov). Attached hereto as Exhibit 7 is a genuine copy of the Home's Fiscal 
Year 2005 Annual Performance and Accountability Report, which was also obtained from the 
Home's web site (www.afrh.gov). I hereby declare and affirm, subject to the penalties of 
perjury, that the foregoing statement is true and correct. 



David H. Bamberger 
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■ Armed Forces Retirement Home -Washington. Number44 
Washington, D.C. 20317 November 14, 2003 

ANNOUNCEMENTS 

TRANSPORTATION; Every effort is being made to meet your 
transportation needs. If you have an appointment or have missed the bus 
back to me Home, you must call me Mowing numbers for assistance: 
Mon through Friday between 7:30 a.m..- 4:00 p.m., call the Nursing 
Office at KHC, Ext 3313/3350/3316. From 4:00 p.m. - 7:30 iun., 
weekends and holidays, call me KHC Information Desk, Ext. 3096, and 
ask for the Nursing Supervisor. 

TREATMENT ROOM CLOSJJRE; As of 10 November, the 
Treatment Room will be closed 

RESIDENT BIRTHDAY CE LEBRATION: Tuesday,' 
November 18, 2003 from 4:30 p.m. to 6:00 p.m. in Scott and 1 
LaGarde Dining Rooms. There will be an evening of fun,, I 
decorations and Happy Birthday singing to commemorate JL 
those born in November. Birthday celebrations will be honored on the 
third Tuesday of each month. All Residents are encouraged to attend 

RESIDENT VOLUNTEERS NEEDED; On Tuesday November 18, 
2003, Food Service and Recreation Staff will be decorating me dining 
rooms with balloons and. decorative table covers at LaGarde and Scott to 
celebrate those Residents bom in November. Residents who wish to 
volunteer their services from 2:00 p.m. thru 4:00 p.m. should sign up in 
The Scott General Mess Business Office or call ext 3198. Volunteers are 
also needed for pouring wine and serving cake. Be a part of the Birthday 
Celebration Spirit - Volunteer. 

EMERGENCY INFORMATION Happy Bkthday to all Residents 
whose birthday is in the month of November. Please rempmber to stop 
by the Admissions Office, Scott Building, Room 1008, to update your 
emergency data record. 

9:00AM- 11:00AM 

1:30 PM -3:30 PM 

Monday thru Friday 
(RSD Ext 3449) 
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MORNING MEETING MINUTES 
08 JULY 2004 

* On leave today. 

* New Safety Officer, Reglnal Johnson, visited today and did a walk thro at Sheridan and Scott with 
Rick. Reglnal made observations on sprinkler systems noting that thoy might be Outdated and not 
within code. 

* He also did a quick inspection of the Dining Hall. 

* Will officially be on board on Monday, 12 Jul 04. 

« A/Cat Scott and Dining Hall not ftmctioning properly yesterday. 

> CHUCK DICKBRSON: 

* Census is 1016. 

* Will do phone inventory of Scott to determine which phones are missing. 

of the golf course was awarded to TKC. Will start 19 Jul 04. 



' DS.A.SISSAJ . 

* Residents are cold at LaOarde. David already sent someone today to adjust A/C. 

♦ An issue surfaced this past weekend with one of our residents, i.e., there is no provision to issue 
medications to outpatients on the weekend, if prescribed by one of our dootors. Dr. Sissay will 
look into maintaining an emergency box of common medioations at Community Health. 



• Working with Steve on loading 4 th quarter funding. 
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Dear Mr. Secretary: 

In the course of conducting a statutorily required study of the Armed Forces 
Retirement Home (AFRH), GAO received allegations from health care professionals 
concerning the quality of health care provided by the home. GAO believes that these 
allegations should be examined because AFRH residents— a vulnerable population of 
elderly, enlisted, military retirees— may be at risk. Many of these residents are single 
or widowed and have no close family members to help ensure that they receive 
appropriate treatment As you know, the Secretary of Defense is responsible for 
appointing the chief operating officer of AFRH, who is subject to the authority, 
direction, and control of the Secretary of Defense, and is authorized to provide to 
AFRH support services necessary to enable it to carry out its functions. 

The National Defense Authorization Act for Fiscal Year 2006 required GAO to assess 
the "regulatory oversight and monitoring of health care and nursing home care 
services" provided by AFRH. 1 Although oversight and monitoring are related to 
quality of care, we did not expand the scope of our study to include an examination 
of the quality of health care services provided by AFRH because a 2005 lawsuit 
concerning access to and quality of care is under appeal with fee U.S. Court of 
Appeals for the District of Columbia Circuit As a matter of policy, GAO generally 
avoids addressing matters that are pending in litigation. 

However, in the course of our interviews on AFRH oversight, we were referred to 
health care professionals who expressed serious concerns about the quality of care 
provided by the home. The health care professionals who raised these concerns have 
recently treated AFRH residents and said that, in the past AFRH officials have 
retaliated against those who questioned AFRH quality of care. Their concerns 
included: 

■ A rising number of resident deaths, despite the fact that AFRH is now limiting 
admissions to relatively healthy retirees. 

■ Increases in the rates of admission to Walter Reed Army Medical Center from 
AFRH and in the proportion of residents admitted directly to the intensive care 



1 Pub. L. No. 109-163, S 809(b), 119 Stat 3136, S405. 
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■ Residents admitted to Walter Reed Army Medical Center with the most serious 
type of pressure sores and one admission with maggots in the wound. (A 
pressure sore is a wound that can develop when an individual with impaired 
mobility receives inadequate care.) 

■ Failure of AFRH to ensure that a resident with a kidney transplant received 
appropriate care, resulting in hospitalization. 

■ Observation of blood-, urine-, and feces-spattered rooms among residents living 
independently, suggesting that they were inappropriately placed and should reside 
in either the assisted living or nursing home setting. 

We believe that the Department of Defense should immediately undertake an 
independent investigation of the quality of health care services provided by AFRH. 
For example, the Department could work with the Centers for Medicare & Medicaid 
Services, the federal agency responsible for oversight of nursing homes paid under 
Medicare and Medicaid, to conduct an investigation. We would be happy to discuss 
other alternatives. 



David U. Walker 
Comptroller General 
of the United States 

cc: Under Secretary of Defense for Personnel and Readiness 
Department of Defense Inspector General 

Chairman and Ranking Minority Member, Senate Armed Services Committee 
Chairman and Ranking Minority Member, Senate Homeland Security and 

Governmental Affairs Committee 
Chairman and Ranking Minority Member, Senate Veterans' Affairs Committee 
Chairman and Ranking Minority Member, House Armed Services Committee 
Chairman and Ranking Minority Member, House Oversight and Government 

Reform Committee 
Chairman and Ranking Minority Member, House Veterans' Affidrs Committee 
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May 30, 2007 

The Honorable Carl Levin 

Chairman 

The Honorable John McCain 

Ranking Member 

Committee on Armed Services 

United States Senate 

The Honorable Ike Skelton 

Chairman 

The Honorable Duncan Hunter 

Ranking Member 

Committee on Armed Services 

House of Representatives 

Subject: Armed Forces Retirement Home: Health Care Oversight Should Be 
Strengthened 

The Armed Forces Retirement Home (AFRH), an independent executive branch 
entity, operates two continuing care retirement communities (CCRC).' It provides 
care in three settings— independent living, assisted living, and a nursing home — and 
also operates a health and dental clinic for residents. The responsibilities of a CCRC 
generally include (1) appropriately transitioning residents from independent living to 
other settings as their care needs increase, (2) ensuring the availability of appropriate 
health services as residents progress to higher-level settings, and (3) ensuring 
residents' access to community-based or on-site health care. The law establishing 
AFRH sets forth the framework for its oversight and management. The National 
Defense Authorization Act (NDAA) for Fiscal Year 2006 required GAO to assess the 
oversight of health care provided by AFRH. 2 

As of 2006, AFRH served about 1,200 individuals at its Washington, D.C., campus who 
have served primarily as enlisted personnel in the armed forces. Eighty-three percent 
of AFRH residents are divorced, widowed, or single; the majority are male and the 



)i, fccility in 2005 and many residew 
! Pub. L. No. 109-163, § 909(b), 119 Stat. 3136, 3405. 
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average age is 79. 3 About 77 percent of residents reside in independent living and the 
remainder are in either assisted living or the nursing home. While AFRH is required 
by statute to seek accreditation by a nationally recognized civilian accrediting 
organization, such as "the Continuing Care Accreditation Commission and the Joint 
Commission. . . ", the statute does not address the accreditation of specific levels of 
1 he Joint Commission accredits the nursing home and the AFRH clinic, which 
"- : -"is physician and routine dental services. 



AFRH is financed through a dedicated trust fund. The AFRH Trust Fund has several 
revenue sources, including a 50-cent monthly payroll deduction primarily from 
enlisted personnel. Concerns about the solvency of the Trust Fund led to the 
creation in 2001 of a joint military services study group within the Department of 
Defense (DOD) and, in response to the group's findings, Congress restructured 
oversight and management of AFRH in the NDAA for Fiscal Year 2002. 6 

The restructuring increased DOD's oversight role by giving it supervisory 
responsibility over the management of AFRH. The act established a Chief Operating 
Officer (COO) for AFRH appointed by and reporting to the Secretary of Defense. The 
COO is required to have experience and expertise in the operation and management 
of retirement homes and in the provision of long-term medical care for older persons. 
The COO replaced the National Board; the Board's chairman was the chief executive 
officer of AFRH and was responsible to the National Board rather than to the 
Secretary of Defense. Moreover, Local Boards were made advisory to the COO. 6 The 
Local Boards are required to have at least 11 members, with expertise in areas such 
as law, finance, nursing home or retirement home administration, and gerontology; 
several positions are designated for senior representatives of specific military offices, 
such as a senior representative of a personnel chief of one of the armed forces. 

The Secretary of Defense delegated appointment and oversight responsibility to the 
Under Secretary of Defense for Personnel and Readiness and the Under Secretary's 
Principal Deputy (PDUS). Under this delegation, the PDUS exercises primary 



AFRH has few comparable models. According to a 2002 census, there are about 4,000 CCRCs 
nationwide. A February 2006 AFRH study identified 15 CCRCs as serving military retirees. Other 
facilities serving veterans focus on nursing home services and are not CCRCs. For example, there are 
139 state veterans' homes and the Department of Veterans Affairs operates 133 nursing homes. 

The Continuing Care Accreditation Commission was purchased by the Commission on Accreditation 
of Rehabilitation Facilities in 2003 and is now known as CARF-CCAC. It is an independent, nonprofit 
accreditor ofhuman service providers, including medical and vision rehabilitate. > I. } n ilhi 1' 
child and adult day care, and CCRCs. The Joint Commission, formerly known as the Joint Commission 
on Accreditation of Healthcare Organizations, is a private, n ,jr of health care 

organizations and programs, including hospitals and clinical labs and organizations that provide home 
care, ambulatory care, and long-term care services. 

2, 1257-67 (2001) (codified, as amended, at 24 U.S.C. §§ 
2, the Local Boards exercised operational oversight over AFRH 

GAO-07-790R Armed Forces Retirement Home 
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oversight responsibility; within the PDUS's office, the Deputy Under Secretary for 
Military Community and Family Policy's staff for Morale, Welfare, and Recreation 
Policy interacts more frequently with AFEH. Two other DOD components have 
oversight responsibilities: (1) the Inspectors General (IG) for the Departments of the 
Air Force, Army, and Navy alternate inspections of AFEH every 3 years and (2) the 
DOD IG has authority to conduct investigations of AFEH, including complaints. 7 

The first COO of AFEH, who was appointed in 2002, has changed how AFEH 
operates. Key COO changes involving health care included (1) remodeling of the 
health and dental clinics and changing clinic staffing and (2) upgrading transportation 
for medical appointments through outsourcing to a licensed contractor. 8 In addition, 
AFEH's 2006 annual report indicated that from fiscal years 2003 through 2006, the 
Trust Fund increased from $94 million to $146 million. Residents filed a lawsuit in 
2005 alleging problems with access to and quality of health care at AFRH. The U.S. 
District Court for the District of Columbia dismissed the lawsuit. 9 As of May 2007, the 
residents' appeal was pending in the U.S. Court of Appeals for the District of 
Columbia Circuit. 

The NDAA for Fiscal Year 2006 required GAO to assess the regulatory oversight and 
monitoring of health care and nursing home care services provided by AFEH. As 
discussed with the committees of jurisdiction, we focused our review on (1) the 
standards that could be used to monitor health care provided by AFEH and (2) the 
adequacy of DOD oversight of AFEH health care. To address these issues, we 

• identified existing standards applicable to health services in the three settings at 
AFRH and similar facilities; 

• discussed accreditation process and follow-up between accreditation surveys 
with officials from standard-setting organizations; 

• reviewed the statutory oversight structure for AFRH; 

• reviewed relevant DOD and AFRH reports related to oversight issues, including 
complaints; 

• interviewed DOD, DOD IG, and service IG officials involved in oversight, 
including the PDUS; '° 

• interviewed two civilian experts in health care for the elderly and retirement 
home administration serving on the AFRH-Washington Local Advisory Board; and 

• compared health care-related problems identified during Joint Commission 
accreditation reviews with those identified during service IG inspections. 



'24 U.S.C. §§ 418, 411(f). 

"Previously, the vehicles owned and operated by AFEH lacked restrooms. 

"Cody v. Rumsfeld, 450 F. Supp. 2d 5 (D.D.C. 2006). In dismissing the lawsuit, the court cited the 
NDAA for Fiscal Year 2006, which required the availability of a physician and dentist during daily 
business hours, daily scheduled transportation to nearby medical facilities, and establishment by the 
COO of uniform standards for access to health care services. 

'"The current PDUS has been in this position since July 2006. 

3 6AO-07-790K Armed Forces Retirement Home 
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Because Hurricane Katrina resulted in the closure of AFRH-Gulfport, we focused our 
review on AFRH-Washington. We did not evaluate the quality of health care provided 
by AFRH or its compliance with provisions of the NDAA for Fiscal Year 2006 
regarding available services because of the pending lawsuit. We conducted our 
review from November 2006 through May 2007 in accordance with generally accepted 
government auditing standards. 

In April 2007, we briefed your staffs on the results of our work. The briefing slides 
which have been updated with agency comments are included as enclosure I. This 
report documents the information we provided in the briefing and transmits our 
recommendations to the Secretary of Defense. 

Results in Brief 

Several organizations have standards applicable to the health care provided by 
AFRH, but no single standard-setting organization has standards that cover all such 
care. The Joint Commission accredits providers of clinic and nursing home services 
but does not accredit the independent or assisted living settings (see table 1). 
Oversight of the independent and assisted living settings is important because 
AFRH — as a CCRC — must ensure that residents are in the appropriate setting as 
their care needs increase. The Joint Commission conducts on-site surveys of clinic 
and nursing home services at AFRH every 3 years and investigates complaints. 
During the most recent AFRH triennial survey in 2005, the Joint Commission cited 10 
requirements for improvement in clinic care and 8 in nursing home care, placing it in 
the bottom quartJles of such facilities surveyed by the Joint Commission that year. 
Requirements for improvement are among the most serious Joint Commission 
findings. 



Table 1: AFRH Care 


i Settings ar 


id Current Oversight Standards Applied 


Care setting 




Standards applied 


Independent living 




None 


Assisted living 




None 


Nursing home 




Joint Commission standards 






Joint Commission standards 



Two federal agencies— the Centers for Medicare & Medicaid Services (CMS) and the 
Department of Veterans Affairs (VA) — also have standards applicable to nursing 
home care. AFRH is not subject to CMS standards because such standards only 
apply to facilities paid by Medicare or Medicaid. VA nursing homes are accredited by 
the Joint Commission, and VA inspects state veterans' homes using standards similar 
to CMS's. Overall, the standards applied to nursing homes serving veterans include 
CMS, VA, and Joint Commission standards. While CARF-CCAC has standards 
applicable to all three care settings at AFRH, it has no standards for clinic services. 
AFRH has not sought CARF-CCAC accreditation, which would result in inspections 



A Forces Retirement Home 
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once every 5 years. In general, independent and assisted living facilities are less 
regulated than nursing homes. 

DOD oversight of AFRH health care is inadequate because it is too limited and lacks 
sufficient independent input. The PDUS— the DOD official who exercises primary 
oversight over AFRH-told us that he sees the COO as an expert in managing 
retirement homes and that the COO has health care experts on his staff. The PDUS 
noted, however, that he recently called on Health Affairs, an office within Personnel 
and Readiness, for health care expertise. Because he can reach out for health care 
expertise independent of the COO on an as-needed basis and because he views AFRH 
as primarily a retirement community for which he must ensure a high quality of life, 
rather than a health care facility, the PDUS told us that the delegation of AFRH 
oversight responsibility to his office is the best option within DOD. The PDUS told 
us, however that the other sources of information independent of the COO that he 
has to assist him in his oversight of AFRH health care have limitations. 

First, he told us that Joint Commission accreditation every 3 years may be 
insufficient. He recognized that there was no oversight of independent or assisted 
living and told us he is exploring alternatives. Additionally, service IG inspections 
occur during the same year as Joint Commission accreditation, resulting in a 3-year 
gap in scheduled oversight. Second, we found that as a result of direction by the 
office of the PDUS the service IGs no longer focus their reviews on health care 
provided by AFRH in all three settings. This 2005 change may result in health care 
problems remaining unidentified. Our comparison of service IG and Joint 
Commission inspection reports since 1999 found that the service IGs had concerns 
about access to outpatient specialty care and about residents residing in settings not 
staffed to meet their needs— areas not addressed by Joint Commission findings." 
Moreover, the PDUS and the COO declined to provide the 2005 service IG inspection 
team with the Joint Commission accreditation report for AFRH-Washington, 
preventing the team from effective follow-up to ensure AFRH was taking appropriate 



Third, the Local Boards, which could be another source of independent information 
for the PDUS, have met infrequently and have not been allowed to fulfill their 
advisory roles. While members of the Local Boards include an expert in CCRC 
administration and a gerontologist, the COO told us that the Local Boards are "not 
helpful" and lack appropriate expertise. The two Local Board members we 
interviewed said that meetings consist of presentations by the COO to members 
rather than requests by the COO for members' advice. Despite the fact that the 
service IG raised concerns about the functioning of the Local Boards in 2005, PDUS 
actions to make the Local Boards effective in their advisory role have been limited 
since then. In March 2007, PDUS directed the COO to recommend new members to 
serve on the Local Boards before the current board members' terms expire in 2007. 
At the same time, the PDUS directed the COO to propose how best to make the 
boards effective in their advisory role. 



cs and all three care settings while the Joint Commission's 
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Conclusions 

Oversight of health care at AFRH is inadequate. Currently, there are no inspections 
of AFRH's independent and assisted living settings. Such oversight is important to 
ensure that residents are receiving appropriate care and are transitioned to other care 
settings as their care needs increase. Although the primary oversight responsibility 
for AFRH has been delegated to PDUS, this office's health care oversight has been 
limited and the sources of independent information to inform PDUS oversight have 
shortcomings. For example, the Joint Commission and service IG inspections occur 
triennially in the same year and, according to the PDUS, a Joint Commission 
inspection once every 3 years may be insufficient. In addition, PDUS shifted the 
focus of service IG inspections away from health care in 2005, but directed the 
service IGs to review Joint Commission accreditation reports to ensure AFRH follow- 
up. Our review of service IG and Joint Commission inspection reports demonstrated 
that this decision may result in health care problems remaining unidentified. 
Moreover, according to the service IG team that conducted the 2005 AFRH 
inspection, it was not provided the data that it needed on Joint Commission findings, 
such as the full accreditation report, to enable it to provide adequate oversight. 
Although Local Boards have the potential to assist in the PDUS's oversight, they have 
not been allowed to fulfill their advisory roles to the COO, which could provide useful 
information to the PDUS. The PDUS response to the 2005 service IG inspection 
findings that the Local Boards were not fulfilling their advisory role has been limited. 
In March 2007, however, the PDUS directed the COO to find ways to effectively use 
the Local Boards. 



To improve health care oversight at AFRH, we recommend that the Secretary of 
Defense take the following four actions: 

• refocus service IG inspections on health care, particularly in the independent and 
assisted living settings, which are not covered by external accreditation; 

• ensure that service IG inspections do not occur in the same year as Joint 
Commission accreditation; 

• ensure that service IGs have access to all relevant data on Joint Commission 
inspections; and 

• ensure that the Local Boards are allowed to fulfill their advisory roles. 



We obtained written comments from DOD on our draft report. Agreeing that our 
recommendations would strengthen health care oversight of AFRH, DOD partially 
concurred with the first recommendation and concurred with the other three 
recommendations. Although DOD's response indicated only partial concurrence with 
our recommendation to refocus service IG inspections on health care, its proposed 
actions fully meet the intent of our recommendation. Thus, beginning in 2008, DOD 
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will ensure that the service IG triennial inspections include a comprehensive review 
of health care services and ensure appropriate follow-up with the independent 
accreditation of the independent and assisted living and long-term care settings. To 
address the current lack of oversight of the independent and assisted living settings, 
DOD said that AFRH is arranging for CARF-CCAC accreditation. According to a DOD 
official, the partial concurrence reflected a decision to have the service IG 
inspections continue to examine areas other than health care, which we believe is not 
inconsistent with our recommendation. DOD comments are included in enclosure n. 



In addition, DOD commented on the steps it had taken regarding a letter from the 
Comptroller General concerning serious allegations by health care professionals 
about the quality of care provided by the home. We were referred to these health 
care professionals during the course of our interviews on AFRH oversight. As noted 
in this report, we did not evaluate the quality of health care provided by AFRH 
because of a pending lawsuit, and instead brought these allegations to DOD's 
attention. DOD's comments indicated that it took some immediate steps to 
investigate these allegations and that follow-up by the DOD IG was still under way. 



We are sending copies of this report to the Secretary of Defense and appropriate 
congressional committees. We will also provide copies to others upon request. In 
addition, the report will be available at no charge on GAO's Web site at 
http://www.gao.gov. 

If you and your staffs have any questions or need additional information, please 
contact Kathleen King at (202) 512-7119 or kingk@gao.gov. Contact points for our 
Offices of Congressional Relations and Public Affairs may be found on the last page 
of this report. Major contributors to this report were Walter Ochinko, Assistant 
Director; Carrie Davidson; Joanne Jee; Grace Materon; and Jennifer Whitworth. 
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Kathleen King 
Director, Health Care 
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Key Questions 



As discussed with the committees of jurisdiction, we 
focused on two questions: 

What standards could be used to monitor health 
care provided by the Armed Forces Retirement 
Home (AFRH)? 

Is the Department of Defense (DOD) providing 
adequate oversight of AFRH health care? 
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AFRH Is a Continuing Care Retirement 
Community (CCRC) 

• AFRH is an independent entity in the executive branch 
providing care in 3 settings 

• Independent living 

• Assisted living 

• Nursing home 

• Responsibilities of a CCRC generally include 

• Appropriately transitioning residents from independent living to 
other settings as their care needs increase 

• Ensuring availability of appropriate health services as residents 
progress to higher-level settings 

• Ensuring residents' access to community-based or on-site 
health care 
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AFRH Is a CCRC (continued) 



• AFRH is required by law to seek 

....accreditation by a nationally recoqnized 
civilian accrediting organization, such as the 
Continuing Care Accreditation Commission and 
the Joint Commission . . ." 1 

• Law does not address the accreditation of 
specific levels of care 

• Joint Commission accredits AFRH clinic and 
nursing home services 
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AFRH Is a CCRC (continued) 



AFRH serves about 1 ,200 individuals 1 who have served 
primarily as enlisted personnel in the armed forces 

• Gulfport campus destroyed by Hurricane Katrina, 
and many residents moved to D.C. campus 

• 83 percent of residents are divorced, widowed, or 
single 

• Majority are male and average age is 79 

• About 77 percent of residents reside in independent 
living 
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AFRH Financed through Dedicated Trust Fund 



' AFRH Trust Fund has several revenue sources, including a 
50-cent monthly payroll deduction primarily from enlisted 
personnel 

■ Concerns about solvency of Trust Fund led to creation of a 
2001 joint military services study group within DOD 

In response to study group findings, Congress restructured 
management and oversight of AFRH in the National Defense 
Authorization Act (NDAA) for FY 2002 1 
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NDAA 2002 Increased Secretary of Defense 
Oversight Role 

NDAA 2002 ~ ~ 

• Established Chief Operating Officer (COO), appointed by and 
reporting to Secretary of Defense 

• COO must have experience and expertise in the operation and 
management of retirement homes and in the provision of long-term 
medical care for older persons 

• COO replaced National Board, whose chairman was CEO of AFRH 
but was not responsible to the Secretary of Defense 

• Local Boards, appointed by the Secretary, were made advisory 
to the COO 1 

• Law specifies at k 
representatives of „ 
the chief personnel c 



- .„ r , ,,.,,_ _t least 11 members, including senior 

representativ- ifaspecifi i ill < ><j office, e!g., official from one of 
inel offices of the armed forces 



'Previously, Local Boards exercised operational oversight. 
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Secretary of Defense Delegated Oversight 
Responsibility 



Under Secretary of Defensi 



ty and Family Policy's 
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Two Other DOD Components Have Oversight 
Responsibilities 

• Inspectors General (IG) for the Departments of the Air Force, 
Army, and Navy, which alternate inspections of AFRH every 
3 years 1 



DOD IG has authority to conduct investigations of AFRH and 
has investigated complaints 1 



24U.S.C.§§418,411(f 
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COO Has Changed How AFRH Operates 



Administrative 

• Made administration of the two campuses consistent 

• Reduced staff by contracting for some administrative and 
maintenance services 

Health 

• Remodeled health and dental clinic 

• Changed clinic staffing so that physician is on duty during 
business hours and health care professionals are either on duty 
or on call after hours 

• Upgraded transportation for medical appointments through 
outsourcing to licensed contractor 1 

• Finances 

• AFRH reported that the Trust Fund increased from $94 million 
in FY 2003 to $146 million in FY 2006 

1 Previously, the vehicles owned and operated by AFRH lacked restrooms. 1 2 
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Residents Filed Lawsuit Concerning Health 
Care Quality 

2005 lawsuit 

• AFRH is required by law "to provide for the overall health care 
needs of residents in a high quality and cost-effective manner" 1 

• Residents alleged problems with access to, and quality of, 
health care and filed a lawsuit 

• U.S. District Court for D.C. dismissed lawsuit, citing NDAA 
2006 requiring the availability of a physician and dentist during 
daily business hours, daily scheduled transportation, and 
establishment by COO of uniform standards for access to 
health care services 

• As of May 2007, residents' appeal pending in U.S. Court of 
Appeals for D.C. Circuit 
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AFRH Has Few Comparable Models 

■ CCRCs 

• Approximately 4,000 nationwide 1 

• 15 identified by a Feb. 2006 AFRH study as serving 
military retirees 

■ Other facilities serving veterans focus on nursing home 
services and are not CCRCs 

• State veterans' homes 

• 1 39 nationwide 

• Federal Department of Veterans Affairs (VA) facilities 

• 1 33 nationwide 

' U.S. Census Bureau, 2002 Economic Census. 14 



GAO-07-790R Armed Forces Retirement Home 



Case 1:05-cv-01 041 -RJL Document 45-3 Filed 06/06/2008 Page 36 of 21 9 



Enclosure I ^ GAP 



GAO Methodology 



Identified existing standards applicable to health services at 

AFRH and similar facilities 

Discussed accreditation process and follow-up between 

accreditation surveys with officials from standard-setting 

organizations 

Reviewed statutory oversight structure for AFRH 

Reviewed relevant DOD and AFRH reports related to oversight 

issues, including complaints 

Interviewed DOD, DOD IG, and service IG officials involved in 

oversight, including the PDUS 1 

Interviewed two civilian experts in health care for the elderly and 

retirement home administration serving on AFRH-Washington 

Local Board 



1 The current PDUS has been in this position since July 2006. 
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GAO Methodology, continued 



Compared health care-related problems identified during Joint 

Commission accreditation reviews with those identified during 

service IG inspections 

Focused review on AFRH-Washington because Hurricane 

Katrina forced closure of AFRH-Gulfport 

Did not evaluate quality of health care provided by AFRH or its 

compliance with provisions of 2006 law because of pending 

lawsuit 

Conducted our review from Nov. 2006 through May 2007 in 

accordance with generally accepted government auditing 

standards 
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Finding I 



Several Organizations Have Standards 
Applicable to the Health Care Provided by 

AFRH, but No Single Standard-Setting 

Organization Has Standards That Cover All 

Such Care 
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No Single Standard-Setting Organization Has 
Standards Covering All Health Care at AFRH 

• Standard-setting organizations 

• Joint Commission 

• Centers for Medicare & Medicaid Services (CMS) 

• VA 

• Commission on Accreditation of Rehabilitation Facilities- 
Continuing Care Accreditation Commission (CARF- 
CCAC) 1 



ne Commission on Accreditation of Rehabilitation Facilities purchased the Continuing Care Accreditation 
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Joint Commission Standards Apply to Some Health 
Care Provided by AFRH 

• AFRH is accredited by Joint Commission ~~ 

• Joint Commission standards are applied to AFRH's 

• Clinic services 

• Nursing home services 

• Compliance with Joint Commission standards results in 
accreditation 

• On-site surveys occur at least once every 3 years 

• AFRH last accredited in 2005 and next survey will take place in 2008 

• At any time, Joint Commission may conduct a complaint survey 

• Joint Commission does not accredit independent living or 
assisted living 



GAO-07-790R Armed Forces Retirement H 



Case 1:05-cv-01 041 -RJL Document 45-3 Filed 06/06/2008 Page 41 of 21 9 



Enclosure I #■ J^L^L^^, 

Joint Commission (continued) 



• Joint Commission survey process 

• On-site triennial survey of facility by trained health care professionals 

- Unannounced visit includes validating implementation of action plans 
submitted since last review, visits to care areas guided by sample of 
resident records, and interactive sessions with staff exploring care 
processes; AFRH surveys have averaged 2 to 3 days 

- Noncompliance with standards results in findings: 

- Requirement for improvement (RFI) is one of the most serious types 
of findings 

- RFIs require corrective action, including submission of evidence of 
compliance within 45 days 1 

• Periodic Joint Commission review of facility's self-assessment of compliance 
with s 

'RFIs may be appealed. 
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Joint Commission (continued) 



Summary of 2005 Joint Commission AFRH surveys 

• Nursing home 

- Complaint survey (June) resulted in 2 RFIs 

- Triennial survey (October) resulted in 8 RFIs, placing AFRH in the 
bottom quartile of nursing homes it surveyed that year 

• Clinics 

- Triennial survey (October) resulted in 10 RFIs, placing AFRH in the 
bottom quartile of clinics it surveyed that year 

AFRH provided evidence of corrective actions and retained its accreditation 
AFRH submitted its periodic self-assessments of compliance with 
standards in Oct. 2006 



Case 1:05-cv-01 041 -RJL Document 45-3 Filed 06/06/2008 Page 43 of 21 9 



Enclosure I 4 GAP 

Joint Commission (continued) 



Examples of issues identified in 2005 Joint Commission RFIs 

• Care plans not appropriate, given residents' needs 

• Preventive interventions not performed according to plans of 
care, resulting in residents with pressure ulcers and fecal 
impaction 

• Physician ordered referrals for follow-up care not carried out 

• Errors in medication documentation 

• Invasive dental procedures performed without documenting 
informed consent, confirmation of patient's identity, and pain 
assessment 

• Insufficient progress since last survey to correct fire safety 
violations 
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Federal Nursing Home Standards Not 
Applicable to AFRH 

• CMS 

• Annual inspections 1 

• Complaint investigations as required 

• AFRH not subject to CMS standards because such standards 
only apply to facilities paid by Medicare or Medicaid 

■ VA 

• State veterans' homes 

• VA inspects using standards similar to CMS standards 

• Annual inspections 

• Complaint investigations as required 

• VA nursing homes are accredited by the Joint Commission 

• VA standards do not apply to AFRH 
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CARF-CCAC Has the Only Standards Applicable to All CCRC 
Care Settings but Does Not Cover AN AFRH-Provided Health Care 



AFRH has not sought CARF-CCAC accreditation 1 
CARF-CCAC has standards that apply to all three CCRC settings 

• Independent living 

• Assisted living 

• Nursing home 

CARF-CCAC does not have standards applicable to clinic services 
Inspections occur every 5 years 

• Annual compliance review between inspections 

• Complaint investigations 



'CARF-CCAC accredits about 300 of the approximately 4,000 CCRCs na 
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Independent Living and Assisted Living Less 
Regulated Than Nursing Homes 

• Some states license assisted living facilities 

• Generally, few federal regulations or standards apply to these 
two settings 
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Various Standards Applied to Facilities Serving 
Veterans 

• State veterans' homes 

■ Some homes bill Medicare and Medicaid for nursing 
home services and are inspected by CMS 

■ VA inspects state veterans' homes using standards 
modeled after CMS standards 

• VA nursing homes 

• Joint Commission accreditation 

• Other 

• VA places some veterans in community nursing homes, 
which are inspected by CMS 
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Finding II 



DOD Oversight 
of AFRH Health Care Is Inadequate 
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Oversight by Principal Deputy Under Secretary (PDUS) for P&R 
Has Been Limited and Lacks Sufficient Independent Input 



Deputy Under Secretary for Ml 
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PDUS Oversight (continued) 



• PDUS sees the COO as an expert in managing retirement 
homes who has health care professionals on his staff 

• PDUS can turn to other experts within DOD 

• Office of Assistant Secretary for Health Affairs 

• Immediate staff of PDUS do not have health care expertise 
but in 2007 called on Health Affairs, an office within P&R 

• DODIG 

• PDUS recently began reviewing all DOD IG hotline 
complaints concerning AFRH 
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PDUS Oversight (continued) 



PDUS has other sources of information independent of 
the COO to inform AFRH oversight, but these have 
limitations 

• Joint Commission accreditation 

• PDUS suggested accreditation every 3 years may not be 
sufficient 

• PDUS acknowledged gap in oversight of independent and 
assisted living and is exploring alternatives 

• Service IG inspections 

• Occur in same year as Joint Commission inspections 

• No longer focus on health care 
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PDUS Oversight (continued) 



Appropriateness of Delegation of Responsibility for Oversight 
of AFRH 

• Secretary of Defense delegation letter to Under Secretary 
of Defense for P&R and the PDUS acknowledged that 
there may be better arrangements for ensuring 
appropriate management of AFRH 

• According to PDUS, delegation to P&R is best option 
because AFRH is primarily a retirement community, and 
oversight has largely to do with quality of life provided to 
residents 

- No other organization in DOD would be a better fit than 
P&R 
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Overall, PDUS Weakened Health Care 
Oversight by Service IGs 

• In preparation for 2005 service IG inspection, PDUS made some 
structural changes 

• Addressed continuity issues stemming from rotation of 
inspections among the service IGs 

- Began standardization of inspection criteria 

- Included a representative from the service IG responsible for 
the next inspection on current inspection team 

• Assumed responsibility for follow-up on AFRH responses to 
service IG findings 

• Previously, neither PDUS nor service IGs followed up to 
ensure corrective actions were taken 
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PDUS and Service IGs (continued) 



Beginning in 2005, PDUS also shifted focus of the service IG 
inspections and, as a result, the primary responsibility for health 
care inspections now rests with the Joint Commission 

• Shifted focus to reduce perceived duplication between service 
IG and Joint Commission inspections 

- Service IG inspections used to focus on health care but now 
focus on administration and management 

- Service IGs health care oversight responsibility limited to 
reviewing Joint Commission accreditation reports to ensure 
AFRH follow-up 



Case 1 :05-cv-01 041 -RJL Document 45-3 Filed 06/06/2008 Page 55 of 21 9 



Enclosure I ^ GAP 

PDUS and Service IGs (continued) 



For 2005 service IG inspection, PDUS did not provide Joint 
Commission accreditation report for AFRH-Washington 

• PDUS and COO declined to provide a copy of the 
accreditation report with findings, including AFRH 
corrective actions, requested by the service IG team 

• Joint Commission confirmed that information provided to 
the service IG by PDUS and COO was insufficient for 
effective follow-up 
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PDUS and Service IGs (continued) 



PDUS decisions to shift focus may result in health care problems 
remaining unidentified 



GAO compared service IG inspection and Joint Commission 
inspection reports since 1999 
- Service IGs examined health care in clinics and all three 

care settings, while the Joint Commission's inspections were 

more limited 



8 Armed Forces Retirement Home 



Case 1:05-cv-01 041 -RJL Document 45-3 Filed 06/06/2008 Page 57 of 21 9 

Enclosure I jp, G A O 

PDUS and Service IGs (continued) 



There were service IG findings in some care areas that were 
not addressed in Joint Commission findings 

- Concerns about access to outpatient specialty care 

- Inadequate number of dental hygienists to meet needs 

- Residents in settings not staffed to meet their needs 

- Outdated Memorandum of Agreement with local medical 
facility 

There were a few care areas, however, where service IG and 
Joint Commission findings were similar 

- Poorly maintained medical record documentation 

- Medication delivery system prone to errors 

- Inadequate pharmacy staff involvement 
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PDUS and Service IGs (continued) 



Service IG and Joint Commission inspections occur in the same 
year every 3 years. 
• For the years between inspections, there is no routine, on-site 
oversight of health care at AFRH 
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PDUS Has Not Ensured That Local Boards 
Perform Advisory Role 

• PDUS concurred with COO's actions to limit Local Boards' 
statutory role of advising COO 

• COO told us Local Boards not helpful and lacked appropriate 
expertise. However, members with expertise include 

• Representatives from VA regional office and Walter Reed 
Army Medical Center 

• Legal, finance, and human resources professionals 

• Experts in retirement home administration and 
gerontology 
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PDUS and the Local Boards (continued) 

• Two Local Board members who are experts in CCRC 
administration and gerontology told us that the Local Board 
for AFRH-Washingfon was not functioning effectively. For 
example 

• Their advice was not sought 

" Meetings consisted of presentations 
~ No operational committees existed 
Gerontologist not invited to February 2007 meeting 

• Designated military representatives often sent proxies, 
who Took notes but did not participate 
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PDUS and the Local Boards (continued) 



• PDUS response to 2005 service IG inspection 
findings on the Local Boards has been limited 

• In July 2005, service IG found 

AFRH-Washington Local Board not being used— meetings not held 

regularly 

No Local Board existed for AFRH-Gulfport 

• After 2005 service IG inspection 

P&R allowed COO to continue suspension of meetings for 2005 
Local Board for AFRH-Gulfport reestablished 

• In June 2006, Local Boards met, but few members attended; most 
members attended the Feb. 2007 meeting 
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PDUS and the Local Boards (continued) 



Recently, PDUS took steps to improve the effectiveness of the 
Local Boards, whose current members' terms expire in 2007 

• In March 2007, PDUS directed the COO to complete the 
following actions by mid-May 2007: 

• Recommend new Local Board members 

• Propose how best to make these boards effective in their 
advisory role 

• PDUS told us that he expects new appointees to be at a 
level such that they can attend the meetings themselves 
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DOD IG Oversight Role Is Limited 



DOD IG hotline received 37 complaints against AFRH over the 
past 15 years but received fewer more recently. IG officials said 
that 7 of the 37 complaints were health care-related but that only 
1 was serious 

• The 1 serious health care complaint was referred by a 
congressional committee 

- DOD IG hired an expert to conduct investigation 

- Complaint was unsubstantiated 

• Other health care-related complaints characterized as 
minor, e.g., wrong eyeglass frames or generic rather than 
brand-name drugs 
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AFRH IG Serves Internal Audit Function 



AFRH IG position 

• Established administratively in 2005 by COO rather than by statute 

• Performs internal audit function 

• IG lacks indicia of independence described in government auditing 
standards for reporting to external third parties 

Service IG concerns and recommendation 

• Expressed concerns about 

• Apparent lack of independence and objectivity of the AFRH IG 

• ' .'i*: < i .-] '-. 1 1 rements the position placed on already limited 
administrative staff 

• Recommended AFRH use DOD IG services 

• Secretary authorized to make DOD IG services available to AFRH 

• AFRH response was to shift responsibility from Chief Financial Officer to 
Chief of Support Services 
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Conclusions 



Currently no one inspects independent and assisted living settings 
at AFRH 

PDUS oversight has been limited, and sources of information 
independent of the COO to inform PDUS oversight have limitations 

• Joint Commission and service IG inspections occur triennially in 
the same year 

• Service IG was not provided the data it needed on the 2005 
Joint Commission findings, such as the full accreditation 
report, precluding effective follow-up on the findings 

• Local Boards have not been allowed to fulfill their advisory 
roles, limiting their potential to inform PDUS oversight 

• PDUS decisions regarding the focus of service IG inspections 
may result in gaps in the identification of health care problems 
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Recommendations 



Secretary of Defense should improve oversight by taking the 
following four actions: 

• refocus service IG inspections on health care, particularly 
in the independent and assisted living settings, which are 
not covered by external accreditation; 

• ensure that service IG inspections do not occur in the 
same year as Joint Commission accreditation; 

• ensure that service IGs have access to all relevant data on 
Joint Commission inspections; and 

• ensure that the Local Boards are allowed to fulfill their advisory 
roles. 
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Enclosure I AiJAQ, 

Agency Comments and Our Evaluation 



DOD agreed that GAO's recommendations would strengthen health care 
oversight of AFRH. 

• DOD partially concurred with the first recommendation to refocus 
service IG inspections on health care. However, its proposed actions 
fully meet the intent of our recommendation. 

• Beginning in 2008, DOD will ensure that the service IG triennial 
inspections include a comprehensive review of health care services 
and ensure appropriate follow-up with accrediting organizations, 
including CARF-CCAC, which AFRH is arranging to nave accredit 
the independent and assisted living settings. 

• According to a DOD official, the partial concurrence reflected a 
decision to have the service IG inspections continue to examine 
areas other than health care, which we believe is not inconsistent 
with our recommendation. 

• DOD concurred with our other three recommendations. 

• DOD comments are included in enclosure II. 
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Comments from the Department of Defense 



Ms. Katherine M. King 

Director, Health Care 

U.S. Government Accountability Office 

441G. Street, N.W. 

Washington DC 20548 

This is the Department of Defense (DoD) response to the GAO draft report, GAO-07- 
790R, Armed Forces Retirement Home: Health Care Oversight Should be Strengthened," 
dated May 10, 2007 (GAO Code 290588)." 
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maintained. Finally, we asked Ihe Department of Defense Inspector General (DoDIG) to 
conduct follow-up interviews, which are still underway. In an old historic facility such as 
AFRH there are many structural problems we need to work on and plans are in place to m 



qualifying veterans. These organized communities provide housing and services to individuals 



nursing home care as needed. ACCRCpri 

fecility. The AFRH CCRC is unique in the federal government. There are many CCRCs in 

DoD is committed to providing high quality services to AFRH residents. At AFRH- 
' '".ve in then-own rooms in independent living enjoy 
Some prefer to use the military health care services 
vhile others go to the physicians of their choice 
ce benefits. The AFRH provides daily regularly 
s. AFRH has made many changes in its health care 
in the last four years, which are described in Enclosure 1 . Similar services will be 
■ at AFRH-Gulfport when it r&opens in 2010 

Ve appreciate the opportunity to 



Q~ajT 
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TO THE RECOMMENDATIONS 

RECOMMENDATION 1 : The QAO recommends that the Secretary of Defense refocus 
service IG inspections on health care, particularly in the independent and assisted living 
settings, which are not covered by external accreditation. 

POD RESPONSE : Partially concur. Because nothing is more important that the health an 
well-being of our military veterans, DoD is taking steps to improve oversight of the assisted 

and independent living services. Since JCAHO stc " 

AFRHis --.--. . - 

on (CARF-CCAC) to cot 
living and independent living. This recently era 
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POD RESPONSE : C 



POD RESPONSE : Concur. C 
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Enclosure 1. Health Care Services at AFKH-Washtagton DC 

'Clinic : AFRH revised its approach to! 



facilities in the private sector. Tl 
Home staff helps them obtain mc 



ee all walk-in residents. The medical doctor sees 
the Wellness Center, torn 4:00 pm until 7:30 am, to 



Doctors on Staff : AFRH has 4 physicians and 2 Nurse Practitioners. All re! 
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X-Rays and EKGs : In 2003 AFRH Washington discontinued the 



ad are provided by the home. Residents wi 



provide enhanced and more accessible dental services. Residents in Long Term Care receive 
annual check-ups. Extensive dental needs are handled by referrals to experts in the private 
sw mobile Dental Clinic has been established in the Lagarde Building to serve 




ed nursing assistants. Long term plans call for construction of i 
of the art long term care facility in the northern portion of the campus. There are als 
ed living units on a floor of the main independent living building. Those residents ge 
ince in at least two activities of daily life from trained staff. 
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Enclosure 2. Armed Forces Retirement Home (AFRH) Health Services 

Inspection Got* 2005 

(Draft as of 3 August 2005) 

The Medical Manager portion of the AFRH inspection process will consist of the 
following: 

1 . Address the standards for Assisted Living (AL) act 



Organizations (JCAHO). DOD Directive referencing the AFRH Act of 1991, Public 
Law 101-510 (see Ch 10. sec 41S of title 24, US Code, notes the requirement for the 
AFRH to be accredited by the JCAHO or comparable civilian-accrediting agency. 
Details regarding JCAHO's purpose and scope of inspection can be found in the current 
"de (pub. Mar 2003) on pages 7 - 13. The AL 




L Ambulatory Health Care 
L Long Term Care f 
i. Home Care/Hospi 
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'. Assisted Living Facility (includes del 



L Ambulatory Health Care 

L Long Term Care (and Special Dementia Care) 

i. Assisted Living Facility 

'"" ' as regarding the following to ensure that no 




1. Current Physician's Desk Re 

f. List of approved abbreviations tor medications 

i. Medical care Reference book (i.e. Harrison's Principles of Internal Medicine) 

. _. _ ^ and/or References regarding The AFRH Act of 1991, 
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j. Staffing and Funding 
k. Resident Satisfaction 
!. Key personnel available for tour of the following facilities: 

a. Clinical Services 

b. Dental 
t wards - AL. LTC, and IL) 



3. Current or most recent JCAHOInsi 

Improvement (RFI), 
J. Recent (last JCAHO) Individual findings for tra 



ee Minutes and Progress reports/binders reflecting ev. 



:hab. Optometry, Dentistry, Podiatry, etc 

d staff demographics - Number of Physicians, Nursing iposithint .iLihiiri/; 

-••••• ....... — JS( CNpS) psntists, Technicians 



[0. Noising stafts (i.e. 3 RNs and 6 LPNs on LTC floor during the day shift 4 LPS and 8 

RNs on Assisted Living floor during evening) 
LI, Number of total residents; males/females, % Caucasians; Average age of males/females 

>m 0-e. CNP visits/month, Dra. 

led injuries); 



ialhygien, 
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.. - „ -S of Agreement 

uciwccu ihe AFRH and local VA, Military Treatment facilities, or area hospitals. 
25. Any local, formal, or on-going litigation or congressional complaints regarding AFRH 
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14. Are there any proactive i 
i.e. epidemic exei 

responsibility? 

16. Are there any Phs 

17. Does a Natural Disaster Pit 



s - OSMA (Objective Scope and Monitor As 



Overall -US Code ret 



Patient Satisfaction 

Independent Resident Living Facilities; N 

Living beds 



is; Pharmacy Services; Dental Care; Nursing Services; Nutritional 
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This is a wo* of the U.S. government and is not subject to copyright protection in the 
United States. It may be reproduced and distributed in its entirety without further 
permission from GAO. However, because this work may contain copyrighted images or 



reproduce this material separately. 
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GAO's Mission 



Obtaining Copies of 
GAO Reports and 
Testimony 

Order by Mail or Phone 



To Report Fraud, 
Waste, and Abuse in 
Federal Programs 



The Government Accountability Office, the audit, evaluation and 
investigative arm of Congress, exists to support Congress in meeting its 
constitutional responsibilities and to help improve the performance and 
accountability of the federal government for the American people. GAO 
examines the use of public funds; evaluates federal programs and policies; 
and provides analyses, recommendations, and other assistance to help 
Congress make informed oversight, policy, and funding decisions, GAO's 
commitment to good government is reflected in its core values of 
accountability, integrity, and reliability. 

The fastest and easiest way to obtain copies of GAO documents at no cost 
is through GAO's Web site (www.gao.gov). Each weekday, GAO posts 
newly released reports, testimony, and correspondence on its Web site. To 
have GAO e-mail you a list of newly posted products every afternoon, go 
to www.gao.gov and select "Subscribe to Updates." 

The first copy of each printed report is free. Additional copies are $2 each. 
A check or money order should be made out to the Superintendent of 
Documents. GAO also accepts VISA and Mastercard. Orders for 100 or 
more copies mailed to a single address are discounted 25 percent. Orders 
should be sent to: 

U.S. Government Accountability Office 
441 G Street NW, Room LM 
Washington, D.C. 20548 

To order by Phone: Voice: (202)512-6000 
TDD: (202) 512-253? 
Fax (202) 512-6061 



Web site: www.gao.gov/fraudneffraudnet.htm 

E-mail: fraudnet@gao.gov 

Automated answering system: (800) 424-5454 or (202) 512-7470 



Congressional 
Relations 



Gloria Jarmon, Managing Director, JarmonG@gao.gov (202) 512-4400 
U.S. Government Accountability Office, 441 G Street NW, Room 7125 
Washington, D.C. 20548 



Paul Anderson, Managing Director, AndersonPl@gao.gov (202) 512-4800 
U.S. Government Accountability Office, 441 G Street NW, Room 7149 
Washington, D.C. 20548 
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Vision Statement 



and that provides a continuum of residential Life Care Services in a community setting for 

Mission Statement 

The mission of the Armed Forces Retirement Home is to fulfil our Nation's commitment to provide core 
services for America's Armed Forces Veterans. We support our res 
lite-enriching experiences. Together, the AFRH family of residents ar 
to providing the best housing and support services possible and or 



Strategic Goals 
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dm the Chief Operating Officer 



"The test of our progress is not whether we add more to the abundance of those who have much; 
it is whether we provide enough for those who have little. " 

— Franklin D.Roosevelt 




thy Cox, Chief Operating Officer of AFRH, signs the : 
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Letter, from the Chief Operating Officer 



It is my pleasure to present 
this Annual Performance 
and Accountability Report, 
summarizing the achievements 
and progress made by the Armed 
Forces Retirement Home in Fiscal 
Year 2004. 

In a year capped by the arrival of 
Hurricane Ivan at the doorstep of our 
' Un in fli slssippi campus, I'm 
also pleased to say that we not only 
survived the various challenges we faced, 
thrived. That's good news for our agency 
better news for the brave men and womei 
Forces to whom we are proud to provide a home. 

As this report explains in more detail, our change from 
a position of surviving to one of thriving has occurred 
on many fronts-from improvements in our core 
business processes, to difficult decisions about 
staff size and strategic outsourcing, to reducing the 
footprint of our campuses by selling portions of our 
underutilized acreage. In each of these areas, we were 
driven by an objective to better manage our resources 
while continuing to provide the highest levels of care and 



se changes are each important In 



focused on our mission of providing re 
services in a quality community setting. Every step 
we have token-including the Innovative partnerships 
we have negotiated with other public and private 
entities-had to first pass the critical test of whether it 




collective result of these changes 



sound financial picture, but an 
agency that continues to be a 
rewarding and meaningful place 



close cooperation to continue opera- 
tions through the hurricane and Its 
aftermath, the organizational and 
financial improvements we made will 
allow us to continue serving our 



jr very best. It is gratifying to see 



ne for military retirees and veterans. 



«Jw^ CA 



Timothy Cox 

Chief Operating Officer 

Armed Forces Retirement Home 



B 
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Offering Veterans an Enriched Life 




of buildings that house soldiers, sailors, mc 



Case 1:05-cv-01 041 -RJL Document 45-3 Filed 06/06/2008 Page 91 of 21 9 



Vision, Mission, and Goals 



>r almost 200 years, our ntf 



Today, the Armed Forces Retirement Ho 



that we can provide residential, health care, long-term 

care, and personal enrichment services of the highest Tl^ti we ™Y ™ te modifications from time to tin- 
quality, we are guided by a, clear vision. More specifically, in the types of service and support we provide, base 
our mission statement details the kev strategies and °" the needs of our customers and stakeholders, oi 



care we provide are of the highest quality. 
As we move forward, AFRH will continue it 



,'■1*1, f« ta <>r-t iiiM ; 



Home Is to Mffil our rteiion's oommftwnt fo 
pro'.WF care through a compisheiBss rangs of 
services for America - s Armed Forces VM*K» 



and enrjctiss the qucfty of their Iras, 

Des^n and sustain etaoSsa and "~ 



;«,... J> tetfcn Bsniagi and futuffj ■. 






create a ptac® of carina, and oorffinuai leaning, 
We aie- committed to providM; tw best housinfl 
and support services possttto and ciwiflrsj a 



ho cm f so to explore Iter talents 
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Organization at a Glance 



Our country has a long and proud legacy of caring for Its 
veterans, dating back to the War of 1812, when Congress 
established a home for destitute Navy officers, sailors, and 
Marines in Philadelphia. Some 40 years later, Congress 



Through the proceeding years, the U.S. Naval Home (USNH, 
which later moved to Gulfport, MS), and the U.S. Soldiers' and 
Airmen's Home (USSAH, still in Washington), operated 



Armed Forces Retirement Home Act, Public Law 101-510. This 




Under the Act, Congress incorporated the U.! 
Gulfport, and the U.S. Soldiers' a 



BkMe Hall, PmmkipMe, PamsytwmJa, 1834 



» entity. The resulting organization, an 

ihment in the fcecutfve Branch of the TRE GULF p 0RT CAM p US 

is known as the Armed Forces Retirement 



ue to be maintained as separate entities for Philadelphia, Pennsylvania to provide a permanent asylum for 



administrative purposes, available to all eligible vet 



tures from the Armed Forces. 



^W**™^ 




THE WASHINGTON CAMPUS 

In 1851, legislation established a soldiers' home for Army 
veterans in a secure, peaceful setting in Northwest 
Washington, D.C. The Soldiers' Home was established as an 



:s. Since the Home's beginning, operational funding 



Sherman Buildtig msNngton, D.C;18B1 
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AFRH's Organizational Model for Success 



H has developed a one model approach to operating Master Planning, Dining Services, Information Technology, a 
homes in Gulfport and Washington, D.C. The desired Financial Management. The agency directs the activities of be 
comes of this approach are enhanced accountability campuses. The management team is identical at both campuses 



Hit one set of standards, policies, and procedures. 




»^C^_B K,0 RT ffl 
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Progress Toward Strategic Plan 
Goals and Objectives 




The AFRH Strategic Plan communicates our W 



financially viable and capable of achieving the highest standard program offerings in the future. We are also conducting an 

of performance. Perhaps the most important expected ambitious program of proactive communications and marketing 

services to our residents. of fhe services we provide. Last, we hove redesigned our 
website (www.afrh.gov) to improve ease-of-use for 

During the past year, we have had noteworthy success on cm ^ ^ prospective residents and their fami , ies „, W6| , Qs 

several of our strategic goals. At the fop of this list, we made personne | a AFRH 
significant progress toward our goal of better integrating and 



re developing significant progress in 
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Management's Discussion and Anal 

Strategic Goals and Objectives: A Closer Look 

THE STRATEGIC PLAN DESCRIBES SPECIFIC GOALS AND OBJECTIVES AS FOLLOWS: 



ce for all personnel. 

Is a learning organization that f 



and facilities encouraging growth for our community. AFRH encourages 

Its employees to continually improve and expand their skills 
Objective F 1 : Increase revenue resulting in a net increase and gQin flm ,„„ experienc6 of serving |n our (ami|y 

Objective F2: Reduce costs resulting In a net increase obiect|ve LG] . pmMe Q comprehensive emptoy6e training 



the quality of their lives. 

AFRH's first responsibility is to ensure the sa 

well-being of its residents. AFRH also 



accountability In compliance with Occupational Safety and 
n (OSHA). Joint Commission on 
ionizations (JCAHO). and 
Agency requirements 
Objective LG2: Inform key AFRH stakeholders of value 



, AFRH alms at continuing ©CULTURE 

is, and sustains a strategic foster a commitment to service and quail 

lal respect and Integrity. 



Objective CI: Increase customer sc 



outreach through positive public relations 



quality, mutual respect, and integrity. AFRH maintains a 
culture of service, quality, and dedication to the veterans. 
Objective CL1 : Increase teamwork and cooperation among 
AFRH employees and residents 
Objective CL2: Maintain an accurate 



Objective IBP2: Increase timeliness and satisfaction with 

f ,sca L ^ 2 co._ PE ™nc E a ND accoun T as, L , T v^ T H 
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Performance Summary 



jd on monies collected from monthly unprecedented transition, we hove now become a single ogency 

sductions, resident tees, tines ond called AFRH. For the first time in our history, a single agency 

ad Forces, and interest from the Armed directs the activities of both veterans' homes according to one 

e Trust Fund. Congress apportions a set of standards, policies, and procedures. We must and will 



In 2003, AFRH found itself at a crossroads. The Trust Fund 

balance had declined from $156 million in 1995 to $94 million Additionally, development of the Business Plan has prompted 

in 2003 os operating costs outpaced the collection of funds. To collaboration between the two campuses to better align their 

remain solvent, the agency needed to change its operating service delivery. By balancing corporate resources between the 

model. Major initiatives were launched In 2003 to change the Gutfport and Washington campuses, we are well on our way to 

operating model of the Home from survive to thrive, our stated gool of 20 to 30% cost savings by Fiscal Year 2005. 
The Home also embodied on the roadmap to meet the 

President's Management Agenda. Limited transition efforts At the agency level, we have made great headway in finding a 

began in Fiscal Year 2003. with plans to complete the transition more cost-effective way to deliver the quality services and care 

In Fiscal Year 2005. that our residents need and deserve. A key step in this process 
was to identify our core competencies, and then decide where 

Fiscal Year 2004 was a transformational year on several to build internal capacities and where to do competitive 

levels, with signfeant changes occurring in almost every outsourcing, as required by the Federal Activities Inventory 

aspect ot our operations. Using the AFRH Strategic plan Reform (FAIR) Act. 
developed in November 2002 as a guide, we began 

implementing a baseline model of operation, a process that will By integrating automated systems to reduce redundancy and 



MUITIPIE INITIATIVES services, improving our accessibility to residents, prospective 

The first order ot business in this transition has been to bring our residents, and staff. In addition, by reducing layers of personnel, 

costs in line with our revenue, and thus strengthen the Trust we have improved our strategic management of human capital. 
Fund. By developing a strategy for asset management that 

Includes reducing the footprint of AFRH's operational facilities. AFRH embarked upon an aggressive course of linking strategic 

we have reduced operating costs and leveraged the underuti- initiatives at both agency and campus level with achievable 

feed assets as a source of revenue. It is important to note that objectives. At the agency level. Initiatives focused on meeting 

the Trust Fund cannot be used as the sole source for capital the President's Management Agenda (as discussed in the 

projects; rather, we must develop other alternatives. A related Responding to Government Initiatives section below). At the 

necessity is that we must show that our finances are in order campus level. Initiatives focused on the AFRH Business Plan, 

before we ask others to help which links the goals and objectives set forth In the strategic 
plan to operational plans based on these goals and objectives. 

During 2004, we have been moving to integrate and align the Detailed campus level performance information Is contained in 
service delivery between the two campuses. As a result of this 
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Performance Validation and Verification 




Savings through eompsitite outsourcing' 



Reductions in space and lar 



Donations from community 
partnerships, orgortfeatlens,,arjd foundqtas 

CUSTOMER SATISFACTION INDEX 



Improvements In nsalffi an 



Improvements in foclitiss 



Property Mc 
Contract/Procurement Management 
Procurement Cards 
In addition, AFRH transferred its Payroll, Personnel, a 



Center (New Orleans, It 



Approval™ from JCAHO. 

In addition, our Dining Services, which have a profound 
positive affect on the health and well-being of our residents 
every day, must comply with JCAHO standards for quality 



)d Code. Dining Services also rely on 



Performance EwiuaSons 



Integration of fits volunteer program 



Updates In poliete and direct 



DATA FROM MANUAL OR 

SMALL FEEDER COMPUTER SYSTEMS 

To validate each data report, we make su: 
one person is responsible for compiling 
employ a chain i 
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Responding to Government Initiatives 




Launched in August 2001 as a strategy for improving the IMPROVED FINANCIAL PERFORMANCE 
management and performance of the Federal Government, the Making prudent financial decisions, and providing tin- 
Presidents Management Agenda (PMA) focuses on the areas accurate accounting on programs to help managers 

Government can begin to deliver concrete, measurable results. EXPANDED ELECTRONIC GOVERNMENT 



lerson is cost-effective; and 
in the right job, at the right time, and that every employee Is BUDGET AND PERFORMANCE INTEGRATION 



RESOURCING ,0 " 

Generating on estimated $1.1 billion in savings over a 5-year determine future lunaing. 

period, using competitive sourclng wherever doing so makes AFRH has embraced the tenets of the PMA as a n 

economic and strategic sense; reduce costs and conduct more efficient operations. 



H 
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The President's Management Agenda 



Strafc-sic Use of Human Capitol 

|-f»P[F, i-&3URCIN9 



AFRH ha 

ThePMAusi 



ad which employs a simple traffic light WS ***mi Of af!K* . m feWf - Wtff« j 

on today In well-run businesses: green urafere. ,i ,,w ? * , >, .... ,:,,. * yum. Ifl i.< •■•- 

lor mixed results, and red for dor tie -*•.* M i *<<„■ *tM >>m iphMd 



p»bufr«stalef»r«a«ata.and r#d If if hat ew 



y the President's Management Council a 



each Initiative, the current status of the management program, ,„ v Wi ,, ,_, j,^ „ ,,,„,,»„,!-*. ^fcoasn 

and explanations of our progress to get to green as AFRH „ , „, „ t , ,., s , ( ^,„ ,„ „. „i„,*va. 

Implements the PMA with the ultimate goal of improving 
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Strategic Management of Hi 



Human Capital Plan that is fully aligned with the agency's plan was only Initiated in Fiscal Year 2004, the status in 
mission, strategy, and goals. The Human Capital Plan should area is "red." 
include metrics, succession planning, leadership accountability, 



In Fiscal Year 2004, AFRH began development of the AFRH 
STATUS Performance Plan. The plan flows directly from the AFRH 

In 2004, AFRH underwent a tremendous change In staffing. As campus Business Plans, which are in turn linked to the AFRH 
part of our strategic efforts in Human Capital Management, we Strategic Plan. The AFRH Performance Plan relates to the 
assessed staffing levels for excessive layering and identified a criteria for successful human capital management as defined 
significant number of positions for elimination or competitive by the PMA, as well as the themes used by Office of Personnel 



transitional period, focus was put on other Initiatives to reduce and Budget. 



AFRH ohans all tainai espSat g<s* to support the AFRH vision and accomplish tire 
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BACKGROUND STATUS 

PMA cites the use of the A-76 process as a way to Improve AFRH completed seven competitive sourcing studies (six of 

agency performance by inviting public/private competition for an which were categorized as Streamlined and one as Standard), 

agency's commercial activities or functions. ARFH actively Collectively, the competitive sourcing opportunities studied will 

engaged in this activity In Fiscal Year 2004 by contracting with generate approximately $12.6 million in savings over five years. 
Management Analysis, Incorporated to conduct A-76 studies in 



The A-76 studies that AFRH 
WASHINGTON CAMPUS 



Transportation and Refuse Removal Savings of $485K over 5 years 

Facility Maintenance Savings of $ 1 . 1 M over 5 years 

Dining Services Savings of $10M over 5 years 



The A-76 studies that AFRH commissioned included ths 
GULFPORT CAMPUS 



Progress on AFRH's competitive sourcing is "green" with a focus on achieving savings in as many areas as possible. In Fiscal Year 
2004, our one Standard competition was started in January 20O4 and completed In September 2004, well within the required 
12-month timeframe. All six of our Streamlined competitions were completed within a 90<lay timeframe. No publicly announced 
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fn 



improve our financial management and our ability tc 
financial statements. We obtained the Oracle Federal i 
accounting system as a result of our outsourcing of 



doily decisions. In addition, agencies must avoid having any 
chronic or signrflcant AntH3eficiency Act Violations, material 
internal control weaknesses, and material non-compliance with 
laws or regulations m annual accountability reports. management system with ARC, and are migrating to eTravel, 

which both feed into the financial accounting system. These are 
. us just a few of the benefits that we have received through this 

outsourcing agreement. 
As the AFRH Trust Fund balance Is central to the financial 

, _ , ' . , ,_. , Consequently, in Financial Performance, AFRH is "red." 

aggressive^ moved toword an improved financial state. AFRH Is 

meeting its financial deadlines, working to comply with all 

relevant regulations, and producing financial information on PROGRESS 

demand, but our first audit under the CFO act will be completed AFRH transferred its accounting functions to the BPD ARC os of 

In Fiscal Year 2006. April 2004 fo ensure its compliance wffli all required accounting 

functions and applicable laws. This move made AFRH compliant 
On April 1. 2004, the AFRH outsourced the accounting function ^ ^ JFM|p Mer „,_ managers ^ ^ t0 t „ eir 
to the Bureau of Public Debt's (BPD) Administrative Resource , nrl , , , 

Center (ARC). We also outsourced our contracting effort to 
ARC in the last quarter of the fiscal yec 
to work with our accounting and contracting oft 

AFRH increased the AFRH Trust Fund balance from S94 million 



*d our contracting effort to the ^^ ^ access a||ows tf]em ^ ^ fc 
:al year. At that point, we began ^ ^ spen(Jing js Qn D dQj|y ^ 



ludit of our Hscal Year 2004 Financial Statements. We jn Rsca| Y(Ja| 

ed a quote and subsequently received a proposal from SQUnd ^^^^p ond " tt , e ' 00 " m pi e ,|^ oTfhe sate of 

,e company. A delrvery order was awarded to that portions Q| ^ Qgency , s ^ estQ)e ^ 

iv. Then on October 8th the company notified us that 
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Expanded Electronic Government 



BACKGROUND 

The AFRH has a staff 

at the Washington D.C. and Gulfport facilities. Of these, roughly securit y' 

400 have regular Interaction with AFRH Information Technology 

(IT) Staff, and perform major parts of their day-ftxlay work 

using a variety of technologies. 

Uke many agencies that face the ongoing challenge of keeping 

pace with technology, AFRH must continually seek ways to use 



be measurably Improved. For a 'green" in tGov, 
usiness cases must address such areas as: 
sures of success, program management, risk 



agencies, AFRH has recently had to make dif 



E-Omlui' 



nlc Government (E-Gov) that foe 



a "green" rating in EGov are that 



nd participate in three of the four categories of 
rather than creating redundant or agency-unique 
neet the mandates of the PMA, AFRH conducted 
ent and needs analysis In the fall of 2003, the 



rot yet complete, the status is "yellow." 



mmm^mg^mmMmmm 
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was Defined missions and visions for ea 



such as Health Planned/prioritized technology projects mapped to 

3f 1996 (HIPAA). business objectives 

JCAHO. and Kov. The Washington D.C. and Gulfport locations ... .. . on)omriM „„. hnMrf „„„,,„„„„ 

, . \ , . Migration to enterpnse web-based applications 

operated largely as independent entities, often having complete- 
ly separate approaches to technology, business systems, and Detailed IT processes and procedures 
operational policies. |n accordance with ^ae goatei AFRH has been ^^pg to ore . 
ate a single agency with different campus locations, having a 



tg web-based enterprise systems, a 




H 
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Intranet to the Bureau of Public Debt, eliminating the need 
to have dedicated expertise in designing, managing, and 
operating these systems. 



broader community of users. Additionally, by outsourcing 
applications, AFRH not only eliminates the need for on-site 
Infrastructure but also the maintenance and continuity of 
service tasks that go along with that infrastructure (e.g., 
maintenance, upgrades, disaster recovery, and 



SOME EXAMPLES OF AFRHS RECENT SUCCESS TOWARD >»'»»<»> ™ mo uxnpu&es ana aiiow mien 

ACHIEVING THESE GOALS INCLUDE: | " lf • 1 ' ' * " '1 

PERSONNEL AND PAYROLL SYSTEMS -AFRH has su k„,„„„,k,,, „„,„, >,.»,...,..„. ,„ 



(VOIP) wil 



Personnel Systems and transferred them to the Nt 
Finance Center, which provides web-based interfaces, CAMPUS OPERATIONS - AFRH has signed a contract with 

reduced overall costs of ownership, enhanced reporting DataStream to migrate its MP2 installations to the 7i 

capabilities, and an Improved level of service. product, which is a hosted, web-based enterprise solution 

DINING SERVICES -rather than having two separate sys- |° , C ° mpUS ° P6r * nS h Pr6Vl0USl * 7 T 

terns to manage dining services. AFRH has migrated to the ^^ ., W °*_ ^ e J 

Computrltion system at both locations. This provides conti 
nuriy and easeof-use through a web-based Interface am 
has lowered overall costs for providing dining sen/Ices. 
ACCOUNTING - AFRH has converted from an obsolete 



consolidation of information from multiple st 



based service from the Bureau of Public Debt, which re P' a09 te antk " uated and fra! > men,6d ^ ,ems ,hat ha 

proves a system that is compliant w«h JFMIP. wtth "■ "»* ° <« r """ """ "— 

enhanced functionality and integration with other systems. f' ""''*,,, . ^ , , , „„ 

standard system that will Integrate the functions of public 
EMAIL AND FILE MANAGEMENT -AFRH has migrated from ^ ms 0J ,, „ n3/ residen , ervlces flr , ance , medlca | 

two obsolete internal email systems, which required an( j facilities Into a single system. 

different email addresses for Gulfport vs. Washington, and 

file storage, to a webtaed, enterprise ctoss RESIDENT SECURITY SYS ™ * Fta " YMr 2005 AFRH 

■rovides a sinale email domain for the entire wi » W° de " s antl< " Jated - P»W»ba*d resident security 

system with a stateof-thMrt wireless system that will 



is' existing PBX, which is reaching tt» 
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PHONES - AFRH is in the planning phases of i 
telephone system that will eliminate long 
between the campuses, enable 4-digit dialing. 



implementing a VOIP VENDOR MANAGEMENT - AFRH Is implementing the policies at 



through a planned equipment replacement schedule and 
documented vendor management strategy. This function will 
provide oversight to the vendors supplying services to the agency and 
ensure continuity of service by acting as a liaison between the agency 




H 
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Budget and Performance Integration 



•Character is like a 1 



management. Strategic plans contain outcome-oriented goals success In the strategic initiatives. Because the rollou 
and objectives. The measures identified using the Program performance management plan was not completed i 
Assessment Reporting Tool (PART) are Incorporated in Year 2004, the status for budget and performance int 



en working on several dif 



The PART holds programs to high standards. Simple adequacy or 
compliance with the letter of the law Is not enough. Rather, a 

program must show it is achieving its purpose and that It is well pp ^ hQve ^ achfev|ng objeotives Qs Me<j A( , he cgmpus 

managed. AFRHs achieved a Moderately Effective rating (the |eve| fte mlmss p|(]n fct ^ campus „ as djmct|y im 

second highest rating possible) under PART for its asset per(or mance with strategy. Many of the objectives cited in the 

management of AFRH real property. This rating was achieved by CQmpus Business Rans hQVe specfc measures t0 be achieved 

selling underutilized real estate at both the Washington and ^ ^ Mes Campus ^ aMms m d|scusse(J in detQi| 

Gulfport campuses to reduce the footprint of AFRH. jn |a)ef sect | 0ns 

de ln Rnancial Performance have given wiln com p rehens | ve pining already underway for 
is to ARC software packages (including 



impact their decisions have upon their budgets. 



impleted during Fiscal Year 2006. Because the plans are we 
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Financial Summary 



forfeitures from active duty soldiers, which collectively pi 



financial position and results of operations of the AFRH. AFRH Trust Fund starting in the 1990s 

Financial statements were not audited, so AFRH is working with stemmed. Increases in the Trust Fund 

Bureau of Public Debt to arrange for timely audits of Fiscal Year achieved along with decreasing amounts 
2005 financial statements. 



AFRH prepares its financial information from the books and Overall, the financial viability of AFRH is improving, and the steps 

records of AFRH In conformity with accounting principles we have taken In Fiscal Year 2004 have already begun 

generally accepted In the United States, and the Office of solidifying the gains we have made. The dramatic riss in the 

Management and Budget (OMB) Bulletin No. 01-09, Form and AFRH Trust Fund in particular is a tremendously positive sign. 

Content of Agency Financial Statements. and one that will continue to provide new options and 

capabilities to AFRH In years to come. 
OVERVIEW OF FINANCIAL POSITION 

Fiscal Year 2004 was a positive financial period for AFRH. AFRH That being said, there are several challenges and potential 

Retirement Home Trust Fund that collects the monies, which must continue working to address those parts of our operations 

Congress then appropriates annually to AFRH. The AFRH Trust that received less than green status in our self assessment. 

Fund balance rose dramatically in Fiscal Year 2004 to $118 We must also continue to fine-tune our one-model approach to 

million, from $94 million in Fiscal Year 2003. This increase was operating our two distinct campuses. And we must remain vig- 

the direct result of disposing of property on both the Washington ilant to identify new and emerging opportunities for increased 

the 49 acres was sold to the Catholic University ot America for 

$22.3 million. In Gulfport, two beachfront properties were sold ( 



nee Fiscal Year 2002. In Fiscal Year 2004 it rose significantly day. To continue thriving in this 
re to the change in our strategy of leveraging underutilized that our staff, programs, facilities, 
ssets and sources of revenue. Revenue increosed due to and attractive an alternative to pc 




;.'!*;<« * : * -.»• > > v > 
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Fostering High Performance 




w gratitude, we must never forget that the highest appreciation is not to utter wonts, but to live by them. " 



ountless daily activities, large and small, that results are key performance factors. Making people's 

•ise comfortable and satisfying living for our lives as comfortable and productive as possible is the key 

nts. How well residents cope with life's challenges performance factor at AFRH, and measuring our success 

in significant part to the empathy, knowledge, and at this task has become the focus of our performance 

ifion of each staff member. For these reasons, management system. 
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Introduction to Performance 



nt Plan. For several years, the top priority The scorecard shows the financial and customer results, 

management objective in the Executive Branch of the operations, and organization capacity. 
Government has been to Use performance information 

to improve program management and make better Detailed operational plans for FY 2004-2006 were devet 

budget decisions. AFRH has set this priority at the oped in the AFRH Business Plan based on the strategic 

agency level and pushed its implementation to the cam- goals and objectives as set forth in the Strategic Plan. All 

puses starting in Fiscal Year 2004. operational plans are directly mapped to the strategic 



The AFRH Strategic Plan developed in November 2002 below for tracking 

forms the framework for all initiatives on both campuses, pursued by all divisions, but on 

AFRH used the concept of the Balanced Scorecard, lead for each initiative. The sp( 

introduced in the Harvard Review fa 1992, to develop its operational plans will appear 

strategic direction. The Balanced Scorecard performance plans. This linkage aligns employees' performance with 

management system is used to align AFRH's vision and the agency strategy. 

mission with customer requirements and day-today 
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THE OBJECTIVES MAP TO THE! 



W&k 












IBP2.1 


F2.1 




AGENC 


YUM. INITIATIVE 


Fl.l 


IBP2.2 


F2.3 


F1.2 


F2.2 


F1.2 


LG1.1 




F2.2 




F1.3 


LG1.2 




F2.4 




F2.2 


162.) 




F2.5 




F2.4 


LG2.2 




IBP1.2 




F2.5 


0L1.2 




1BP1.4 




IBP1.2 


CL3.1 








IBPI.4 



correct balance of staff (full-time equivalents, or FTEs) I 
fulfill the mission. AFRH has been pushed over the la: 
years to streamline the number of employees. Fiscal Year 2004 
saw a drop in the number of FTEs aligned Willi the new 
strategies. Not only has this focused the staf 



and team performance. Additionally, the vision incorporates the 
successful implementation and achievement by AFRH employees 
of the strategic goals and objectives envisioned in the AFRH 
Strategic Plan. 
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Performance at AFRH-Gulfport 
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Performance Sec 

Performance at AFRH-Washington 

AUMAUM 




% of 610,000 square footage 
! reduction by September 2005. Almost all excess buildings have been 
MORE EFFICIENT USE OF SPACE, identified and emptied and plans have been made for their disposition. This 
id: Director with Campus Operations huge, successful project Is extremely weltmanaged and has a status rating 



OBJECTIVE F2. 1 . As discussed In the section on PMA, Competitive Sourcil 

EXECUTE POST-COMPETITION ACCOUNTABIUTY "<*e been completed. Accountability for these competitions 

FOR STREAMLINED AND STANDARD COMPETITIONS established in an orderly and effective manner. Quality Assuran. 

PER OMB CIRCULAR NO. A-76. Plans are being completed for Facility Maintenance and a process 

Staff Lead: Acquisitions and Logistics Manager established. The accounting for these competitions is a major rr 

achieving strategic goals. 



OBJECTIVE IBP1.4. In concert with AFRH-Gulfport, AFRH-Washington has accomplished the 
ESTABUSH EFFECTIVE PROPERTY ACCOUNTABIUTY. same goals for property accountability. Accomplishments in this area include 
Staff Lead: Director with Campus Operations ,he opPoWment of Accountable Officers for each Service and the completion 
of Directive 4400. 1, which allows for the disposal of property. 

INTERNAL BUSINESS PROCESSES GOAL, „.„,,„, „. _ „ ,....„, 

OBJECTIVE IBP1 5 |l1 "' ™ s a 00m P rehenslve Mas,er P 1 "" t0 improve facilities. 

'This initiative is to provide a definitive process for managing resident care 
during construction per the Master Plan. Achle 
include the Initial notification provided to resident: 
Staff Lead: Director with Campus Operations scolt Dental/Optometry renovation. Campus Operations, a 



" AFRH-Washington has made great strides throughout all management areas 

in communications and teamwork. THs goal was to enhance communication 

d to provide a focal 

Ff, attending the Resident 

' Advisory Committee meetings, and collecting and distributing comments on 

nal TV channel. Responses In a timely 



Increased substantially In the past year at AFRH-Washington. Fifteen 
volunteer Job descriptions were written and approved. Hundreds of 
opportunities for volunteers have been available and widely attended and 
staffed. Numerous new organizations have flocked to the campus to help In a 



R EP0 R T H 
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Providing Opportunities for Active Lifestyles 




"The Wood Hobby Shop is the best. We've got everything we need to 
project. You couldn't ask for anything better". — Resider 



facilities and sen/ices conveniently located in Gulfport, libraries as 

MS and Washington, DO. Our outstanding services and facilities. A n 

amenities rival those found throughout the United States, of accredited 

but without costly Initiation or registration fees, and with facilities in 

affordable monthly fees. At the Armed Forces Retirement pharm>- ? I'n'i • * 

Home, our residents enjoy comfortable rooms with three campuses are £ 

delicious meals provided in spacious dining rooms. On security forces. All 

both campuses, a full service bar and lounge with large- small town atm 

screen televisions are available for residents. Also, resi- chapels, mail roor 
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Resident Services: Strategic Goals 
and Performance Measures 



Resident Services has the wellness focus of the veteran sen/ice organizations, and civilian groups that 

comprehensive health and wellness strategic initiative, have been met and exceeded for Fiscal Year 2004. The 

From providing leisure activities such as sports and arts, key is to retain these partnerships and measure the 

to mind-stimulating opportunities using computers, satisfaction that residents derive from these programs, 
library books, and videos. Resident Services has a large 

responsibility to fulfill the vision of on active lifestyle for LEARNING AND GROWTH MEASURES. LG2.1. Develop 

Resident Services has to add to the communication and 

The strategic focus in the transitional Fiscal Year 20O4 learning of staff and residents through an initiative partio- 

focused on some very specific goals. Daily business ular to its function. In Fiscal Year 2004, Resident Services 



L MEASURES. Fl.l. Maximize and retain through technology. These measures were met partially 



for the AFRH Trust Fund. AFRH-Gulfport maintains almost LG2.2. Submit to the Agency articles annually for publica- 

full occupancy, while AFRH-Washington struggles with an tion in various sources. 

excess of 200 rooms. After a year-long struggle with The measure was for one article for the year and it was 

little change in population, the new target for AFRH- met by both campuses in the AFRH^ommunlcator. 

Washington is to achieve 100+ net residents (from 1,003 

to 1,103) by September 2005. To meet this goal, AFRH- CULTURE MEASURES. CL 1.1. Improve resident health 

Washington has focused on its admissions process, res- and wellness through promoting activities and 



of urgency for all employees to recruit for partnership opportunities 



Veteran Service Organizations. Other annual me< 
CUSTOMER MEASURES. 02. 1. Enhance and expand res- included attracting 50 new volunteers, creating tw 
ident outreach (community) programs. mentorship programs with local community group: 

The measure of the Outreach program is the number of developing systems for soliciting and gathering 
agencies that partner with AFRH to broaden the services employee, resident, and community feedback. AFR 
we offer our residents and enhance community met and exceeded this goal and has establishec 
ar2005. 



0RT ffl 
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Giving Specialized Care in a Safe Environment 




"And in the end it i not the years in your life that count. It's the life in 



campuses provide tine healthcare for the At AFRH-Washlngton, our policy is that every resident, 
M Gulfport, our accredited on-site medical regardless of financial ability, will receive top-rated 
des pharmaceuticals and quality clinical and long-term care when needed. Our on-site 200-bed King 



AFRH-Gulfporf has 48 long-term care beds for primary, care Is JCAHO-accredited, and plans are underway to 
intermediate, and advanced healthcare, as well as 50 convert Independent Living beds in the Scott Building to 
assisted living beds, with plans to Increase the Home Assisted Uving. Physical, occupational, and recreational 



tie buses several times dally to surrounding hospitals and . residents at the Center. In addition, AFRH-Washington 

medical centers, Keesler Air Force Base, two Veterans provides scheduled daily transportation to surrounding 

Affairs centers, and several civilian medical facilities in hospitals, Including Walter Reed Army Medical Center and 

the immediate area. the Washington DC Veterans Affairs Medical Center. 



H nK 
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Performance Section 

Healthcare Services: Strategic Goals 
and Performance Measures 

In supporting the comprehensive health and wellness strategic medication error reduction, pain assessment, and 
Initiative, Healthcare Services has traditionally had a strong focus on diabetes management. 
TT'T^T^Tr"' ^^r ™f INTERNAL BUSINESS PROCESS. BP1.1. Provide hectare more 



3. During Fiscal Year 2004, AFRH laid the groundwork 



grams to address strategic challenges, dally business continue. 

FINANCIAL MEASURES. F2.5. Establish a comprehensive insurance starting our first Pulmonory program. We also provided services In 

coverage program and electronic fund transfer capabilities for our our Restorative Ambulation and Restorative Nursing programs, and 

residents, with metrics and proven results. instituted a new diabetic teacning program. Last, we established 



tandem to tockle this problem. Together, me two operating units 
enrolled 570 inpatients in Tncare for Life, tracked the top 100 most 
expensive medications, and developea and implemented a process 



converted a 50bed unit In the LaGarde building to Assisted Living. 
INTERNAL BUSINESS PROCESS. IBP1.2. Provide more efficient and 
cost effective medication administration and delivery 
As medication costs skyrocketed, AFRH aggresstvely pursued a 
more efficient, more cost effective medication program to aecrease 
medication errors and to meet JCAHO standards. The decision was 
to contract the Pharmacy to an outside provider to be solely resporv 



ters were stepped up to better manage pharmaceutical costs. ^ tor ^ a 

CUSTOMER MEASURES. C3. 1. Standards and improve levels of Term Core residents. The end result is that residents are now receiv- 

care for residents through assessment of health and wellness, ing fewer medications, nurses are ordering medications In a more 

although they tall under different areas.) Improved. The billing Is now completed through resident insurance. 

-,„_,„ „ c «„™_ „, „ T** 5 Washington campus contracted successfully with NeighborCore 

CUIME MEA URES. CL 2.1. Maintain an accurate crossoampus durtng Rsca| Year ^ m ^ J, ^ m Qn 

■* 'i vHiness model n ,^ M1M h UMt ,wi:T W H™( .««„- 

„ , „ oufsiae source by early 2005. Training for staff ani 

During Fiscal Yeor 2004, the major thrust In this critical area was to „, „,„ ' ' 1ryw , .„ " 

of the program was at 100% for both. 

Besides monitoring operational consistency, the Initiative also Intro- LEARNING AND GROWTH MEASURES. LG2. 1. Develop and - 

The initiatives in Hearfhcore Included contracting out physicic 

inning and transferring the pharmacy function to on outside source. 

lis of care U32.2. submit to the Agency articles annually for publici 
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Campus Operations: Strategic Goals 
ajnd Performance Measures 



Campus Operations has focused on the physical plant of both INTERNAL BUSINESS PROCESS MEASURES. IBP 1.3. 

campuses. Having a safe environment for residents Includes Standardize and improve room repair process with metrics and 

safety within the buildings.transportation, and on fhe grounds. proven results. 

The strategic focus In the transitional Fiscal Year 2004 To enhance the first Impression on new residents, AFRH realized 

addressed several specific goals. If was important that life trie need for rapid turnaround of vacant rooms tor new 

and work on the campuses continue as usual, even while occupancy. AFRH-Gulfport needs to have a vacant room 

strategic initiatives were introduced. These initiatives were so repaired and ready for fumrture within a three (3) day timeframe 

successful that they were included in the campus performance because of fhe facility's resident capacity. AFRH-Washington 

as well as here: also needs to rehabilitate rooms to a like-new condition in a 
cost efficient manner as rapidly as possible with little or no 

FINANCIAL MEASURES. F2.3. Institutionalize a focused mainte- disruption to revenue flow as possible. Procedures for room 

nance approach. readiness and furniture inventory control have been developed. 

The Initiative was undertaken to reduce cost of operations for Room repair is identified as port of the ongoing work In facilities 



levels of service provided in a timely and cost effectn/e manner. 

Campus Operations leads AFRH-Gulfport in an orderty, success- LEARNING AND GROWTH MEASURES. LG2.1. Develop and exe- 

ful program to preserve existing systems and facilities and cute an initiative annually. 

respond to personal service requests of residents, creating a Focus ln Campus Operations has been on the room readiness 

more resident-focused maintenance approach. Campus and facilities maintenance areas with some progress made 

Operations beat outside vendors in a streamlined competitive durin 9 nscal Yeor 200 *- 

sourcing. Their goals are to complete inventory reduction, 

LG2.2. Submit to the Agency articles annually for publication In 

The measure was for one orticle for the year and It was met by 
both campuses in the AFRH-Communicalor. Campus 
Operations also published articles in Dog Fancy magazine and 
the Gulfport area Sun Herald. 



e inventory by 50%, and review cost 
effectiveness of contracting for routinely purchased services 
have had all around success. At AFRH-Washington, a 
contracted outside source began operation in January 2004. 
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Achieving Financial Integrity 




"The highest use of capital is not io make 



of them has to be managed eft 
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Letter, from the Chief Financial Officer. 




history. At tire same time, we succeeded in reducing 



s brought about by ir 



Seven G McManus 
Chief Financial Officer 
Armed Forces Retirement Home 



H 
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Principal Financial Statements 



ARMED FORCES RETIREMENT HOME BALANCE SHEET 

AS OF SEPTEMBER 30, 2004 
(In Dollars) 



iry(Notel) 

is (Note 2) 
Accounts Receivable (Note 3) 



$ 6,741,059 
114,815,789 
1,850,099 



3 an integral part of these stc 
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ARMED FORCES RETIREMENT HOME STATEMENT OF NET COST 



PROGRAM COSTS 



Gross Costs With the Public 

Less: Earned Revenues From the Public 

Net Costs With the Public 

Total Net Cost 

Costs Not Assigned To Programs 

Less Earned Revenues Not Attributable To I 

Net Cost Of Operations 



$ 8,074,660 
(3,875,287) 
4,199,373 



(21,075,680) 
$ 38,161,548 



The accompanying notes are an integral pa 



a 
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ARMED FORCES RETIREMENT HOME STATEMENT OF CHANGES IN NET POSITION 



$188,165,867 
188,165,867 



Other Financing Sources 

Imputed Financing from Costs Absorbed by Ot 
Total Financing Sources 

Net Cost ot Operations 



The accompanying notes are an integral part of 
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ARMED FORCES RETIREMENT HOME STATEMENT OF BUDGETARY RESOURCES 



BUDGETARY RESOURCES 

Budget Authority: 



Spending Authority from Offsetting Cc 

Collected 

Anticipated for Rest of Year,' 



$70,093,141 
22,887,730 



STATUS OF BUDGETARY RESOURCES 

Obligations Incurred 



Unobligated Balance Not Available 
Total Status of Budgetary Resources 



an integral port of these statements. 
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ARMED FORCES RETIREMENT HOME STATEMENT OF BUDGETARY RESOURCES 



RELATIONSHIP OF OBLIGATIONS TO OUTLAYS 



H 
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ARMED FORCES RETIREMENT HOME STATEMENT OF FINANCING 

FOR THE YEAR ENDED SEPTEMBER 30, 2004 
(In Dollars) 



Budgetary Resources Obligated 
Obligations Incurred 
Less: Spending Authority from Offsetting Collections and Recoveries 



Total Resources Used to Finance Activities 

Resources Used to Finance Items not Part of the Net Cost of Operations 

Change In Budgetary Resources Obligated for Goods, Services and 

Benefits Ordered But Not Yet Provided 
Budgetary Offsetting Collections that Do Not Affect Net Cost of Operations 
Resources That Finance the Acquisition of Assets 
Total Resources Used to Finance Items Not Part of the Net Cost of Operations 

Total Resources Used to Finance the Net Cost of Operations 

Components of the Net Cost of Operations That will not Require or 
Generate Resources in the Current Period 

Components Requiring or Generating Resources In Future Periods: 
Increase In Annual Leave Liability 
Other 



Net Cost of Operations 
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NOTES TO THE FINANCIAL STATEMENTS 



NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 



fitty distinction heritage arid GS m P fWided and is invested ^ M ure funding req 



by donation. Such revenue Is recognized when a specifically Identifiable, legally enforce- 






bs, monthly payroll deductions from enlisted military per 






RH In conformity with accounting principles generally < 
d the Office of Management and Budget (OMB) Bulk 









H 
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H. General Property, Plant, and Equipment, Ne 






recognized using the straight-fine mei 
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NOTE 2. INVESTMENTS 

SCHEDULE OF INVESTMENTS AS OF SEPTEMBER 30, 2004 



Matures 11/15/2004 



One Day Certificate 
Accrued Interest 
Total Investments 



$15,000,000 

20,698,000 

36,726,000 
38,955,715 
1,732,772 



$ 72,076 


15,072,076 


281,268 


20,979,268 


1,349,958 


38,075,958 


n/a 


38,955,715 


$ 1,703,302 


1,732,772 
$ 114,815,789 



NOTE 3. ACCOUNTS RECEIVABLE 

SCHEDULE OF ACCOUNTS RECEIVABLE AS OF SEPTEMBER 30,2004 



Intragovernmental 
Army Pay Withholding 
Army Fines and Forfeitures 
Marines Pay Withholding 
Marines Fines and Forfeitures 
Total Intragovernmental 



87,002 
462,877 
1,850,099 



Resident Fee Receivables 



Total Accounts Receivable 
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NOTE 4. GENERAL PROPERTY, PLANT, AND EQUIPMENT, NET 

SCHEDULE OF PROPERTY, PUNT, AND EQUIPMENT AS OF SE 



Land and Improvements S 10,982,370 

Buildings and Improvements 166,447,948 

Equipment 3,761,873 

Construction in Progress 31,681,788 

TOTALS $ 212,873,979 



$ (9,059,393) $ 1,922,977 

(114,554,983) 51,892,965 

(2,357,497) 1,404,376 

31,681,788 

$ (125,971,873) $ 86,902,106 



NOTE 5. LIABILITIES 

The accrued liabilities for the AFRH are comprised of program expense accruals, payroll accruals, unfunded annual leave earned by employe 
and unfunded FECA liability owed to the Department of Labor. Program expense accruals represent expenses that were incurred prioi 
year-end but were not paid. Similarly, payroll accruals represent payroll expenses that were incurred prior to year-end but were not paid, 

SCHEDULE OF LIABILITIES AS OF SEPTEMBER 30, 2004 



Intragovernmenfal 
Accrued Liabilities 
Payroll Taxes Payable 
Unfunded FECA Liability 
Total Intragovernmental 

Accounts Payable 

Accrued Liabilities 

Accrued Funded Payroll & Tcxes 

Payroll Taxes Payable 



1,324,554 
1,078,276 
871,957 
23,841 
1,796,790 
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AFRH 



Protecting a promise I Renewing a trust. 



, ^i^|, 



-pi 

Strength To L 
Endure 
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"When Katrina hit, you could hear debris flying 
through the air. Trees were snapping like twigs 

and came crashing to the ground. 
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It seemed like the end of the world ... 



><& 



Part 1 : MANAGEMENT «S DISCUSSION ANE 8 'w- L . •_ <b 



,, ; ,.., -. 2006 PERFORMANCE SECTION 



Part %: 200S FINANCIAL SECTION 



APPENDICES 



• ' " ' ' ■ ' ' '"' : : ' 
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The Stamina to succeed 



• 
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J- ' '■ ;>f. '».••"-£ CHIIF OPERATING OFFim 



The Compassion to care 

IE 



superior shelter, . 

Home also provides quality 

enlisted; 



. and public how we provide 



ts: Gulfport, Mississippi and Washington, I 



avoc our Gulfport, MS campus on August 29 - for- 
ver changing the landscape, operations and resident 
omposition. Thankfully, we took swift measures to 



lal legion of volunteers and neigh- 



-andhowwewillrefocus 
Marching Forward tp 2006 



is. Recently, we identified our "core competen- 
i decided whether to build internal capacities 

■stems to reduce errors, duplication of efforts 
ven workloads, agency-wide. Ultimately, we 



team from the US Air Force called oh both an 

Organizations QCAHO) conducted a survey &l 
Gulfport in March and awarded the Gold Seal 
Approval'. Plus, two on-the-spot surveys on e: 

independent audit of financial operations for FY 2005 

,-r-,U m> »m jftirmed the strength of the one model as 
a driving force to transform the Home. Truly, we have 

our objectives through many changes. 



are fighting fe» 
Afghanistan and beyond. Gi 
and proficient managemen' 



ment, their future is looking 



^-^^VM^T^t-y 



c^ 
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The Duty to repay «Bk 


\ A /hat does it mean when we say 
V V we're -Protecting a Promise and 


living embodiment of ^jJSS! 


The Promise to take ^SflfjjjP^ 


Renewing a Trust?" U means we are defend- 






told, the AFRH is home to about 1 ,600 For- 




mer soldiers, sailors. Marines and airmen 


means preserving the Trust Fund that sup- 


who all share a passionate commitment to 


ports and operates our premier retirement 






AFRH is an independent establishment 






legacy of caring for its Veterans. The Promise 


Government - and is financially independ- 






Philadelphia. Some 40 years later. Congress 
created an asylum for "old and disabled 


lished over 150 years ago to support the 

by active duty enlisted and Warrant Officer 
monthly payroll deductions, fines and 
forfeitures from all branches of the Military, 


liei it Washington, DC. 






underutilized land and buildings, gifts and 




bequeaths and interest gained on the Trust 






Veterans with everything from residential 








services. Rooted in a tradition that dates 


support The Promise. 



Case 1:05-cv-01 041 -RJL Document 45-3 Filed 06/06/2008 Page146of219 



VISION, MISSION AND GOALS 



mr-focused, quality-driven and fiscally 



I. 
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AFRH ORGANIZATION 



The Structure to succeed 

The AFRH is driven to fulfill The Promise and one in Washington, DC. The desired 

ndren TheTn T . >< hies » c • a the "l iodel" approach 

this, oyr organization has developed a "One to maintain accountability, achieve results 

Model / One Process'' framework for two and provide superior service to our residents. 

very diverse homes - one in Gulfport, MS 



Leisure smd We loess Social ServiefiS 



ity Health Logistics 
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The Locations 


to live 




SCENIC BULf PORT. MS 

This attractive campus spans 47 acres of 


HISTORIC WASHINGTON. DC 




oceanfrom property on the Gulf of Mexico. 






Our Home was originally established by 


then, land was plentiful, so Congress helped 










Philadelphia, Pennsylvania - designated "to 


Washington, DC. It was billed as "an asy- 




and disabled Naval Officers, Seamen and 


original buildings still stand - and they are 
still a featured attraction. Today, AFRH now 




over a century and a half later to its present 

site in historic Guifport, Mississippi. Today, 


resides on 272 lush acres that host over 100 




h r m m in n th*co° ldeSt VeWran re " rement 


plan to guide the wise future use of this 




2TZl2^2 MM ^ m . 


A unique perk at the Washington campus is the 


iiP| 


l^PfT 




*y 


National Historic Landmark. 




hI^^Hh 




«B5mv ^ I? 
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The Courage to carry on 



3ur residents are a very dynamic group of 
ndividuals. All their lives, they have over- 

rhis year is no different. It has been a very 
emotionally challenging year for all our resi- 
dents, as ihey have experienced great changes. 
\nd we salute them for their resiliency. 

■xtensive services for eligible Veterans, as 
mthorized by the Armed Forces Retirement 
tome Act of 1991 . So, our residents expect 



is are eligible to become reside 
limited duty officer). They art 
ars of age, with 20 or more yet 





1:05-cv-01041-RJL Document! 



rce Base ti 


ear Washir 




i full-scale 


Ed via bus 


, airlift and 


ely operat 


ed vehicles 



lv , 
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AFRH PEOPLE - THE RESIDENTS AND STAFF 



The Gvit to overcome 



Naturally, resident occupancy in Washington 
expanded dramatically in September. Our 
resourceful staff met this challenge head; on 
- and swiftly prepared for our new arrivals 
with amazing proficiency. In a mere twor 
days, supplies were gathered and a closed 
building was reopened. By September 1st, 
many of the Gulfport residents arrived in 
Washington. By September 30, a total of 


351 Gulfport residents Cor 62%) had 
relocated to Washington. The transfer of 

changing their status at various times 
from "Resident" to "Discharged" "Delayed 
Reentry" or "On Leave." Mosl likely, these 
numbers will continue to fluctuate through- 


BEFORE KATRINA 


Gulfport Almost at Capacity 


Washington Under Capacity 


■ CapacKy 


1017 ■ Cum* 


" fiSAIn 


H m "JsurAns 






mm 


ffl RnAAZI 


:MaaSS 
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AFTER KATRINA 



Full Time Equivalent Employees 



III i 


mm '^'Pt^^Jk ^^mM. 
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! . 



The Ideals to improve 



$*Hi 



*ii 



has been managing ch 



ve ma^de the sudden transfer of 351 Gulfport re: 

itegic dents. So, our strategic goals will now I 



Our facility has. five ins 
drive the organization 



next page). These ^ yo 






formance objectives are 27 specific key 
actions- Detailed action plans have been; 
developed for all 27 key actions - for both 
campuses - resulting in a total of 54 ke^ 



only failed to make significant 



most efforts throughout FY 2005. At the 
Gulfport campus, 93% of key actions were 
on track with about 44% still having 

Washington campus, only one key action 

i ti i?ci -ry progress before the Hurricane. 
Overall, Washington has 67% satisfactory 
progress - despite the fact that over 93% 
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AFRH Performance Highlights 
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STRATEGIC GOALS 
1. FINANCIAL 

Create financial net growth and stabi ity 



jlte Debt (BPD} was fully i 



previous year, FY 2004. A contract for Din 
w«s awarded In October 2004. And a ney 

THE MASTER PIAN: 

The Home held public meetings to reviev 
real estate Master Plan for the DC campi 
will guide the long-term i 



single Pining Services vendor for bet 



2. CUSTOMER 

xeptional service and programs in an 

mt that attracts residents and enriches 



RESPONSE TO HURRICANE KATRINA: 

s result of a Ottegory i hurricane striking the Sulfport 



Design and sustain effective internal operations 



moving many of the residents to another buil 
currently, the Pipes Buildir.o. wz moit,bBlir.J 
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2005 PERFORMANCE MEASURES 



The Targets to aim for 



2005 PERFORMANCE 
MEASURES 


The'aaXamto 


mance measures lo the left is critical for the success of the organization 


from a variety of sou 




Trust Fund value 
• Growth of the resident 


Our Financial Data 

In FY 2004, AFRH I 
many financial tunc 


Tinsferred or converted profound and positive affect on the health 
ins to ensure consis- of our residents. As such, this division must 
unting. The following comply with JCA1 10 standards for quality of 



• Financial Management Service tion manuals 

• Property Management 

• Contract/Pre 

• Purchase Cards 



as well as the Food 



CUSTOMER SATISFACTION 



EMPLOYEE SATISFACTION ** a healthcare provider. AFRH is required 

completed Surveys organizations that accredit health facilities 

• A boost in Performance AFRH has revived a c ° ld Seal of Approval' 

Evaluations from JCAHO at AFRIl-Gulfport -and 
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THE PRESIDENTS MANAGEMENT AGENDA 



The Resolve lo lead 



The AFRH is pleased lo report it has made " G « t0 Gr = cn " AFRH * implementing ihi 

significant progress in each of the five initia- PMA m ' h *e ultimate goal of improving 

tives under the Presidents Management performance and providing superior servi. 
Agenda (PMA). The Home has not officially Methodology 

entered its deliverables as part of the PMA, , H 9 " 

, , , Jucl The PMA measures the Government's 

a self-assessment as of August 30. 2005. A ^°^117^TJ°^1 t'Zt^L 

and FY 2005 shows 
areas and no improv 



AFRH Self-Assessed Status & Progress 
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THE PRESIDENTS MANAGEMENT AGENDA 



STRATEGIC HUMAN CAPITAL 



ion planning, leadership accountability 



>ed by Office of Manage 



A pilot performance appraise 



July at AFRH-Gulfport and AFRH-Wi 



storm - and ensured their safe transport to DC 



COMPETITIVE SOURC1NG 
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IMPROVED FINANCIAL PERFORMANCE 
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THE PRESIDENTS MANAGEMENT AGENDA 



EXPANDED ELECTRONIC GOVERNMENT 






I in E-Gov stipulate that cost i 



of E-Gov initiatives (rather l 



ts suggested and implemented in FY 2004. For 



prise decision-making. The RIS 



it complete. Therefore, the sta 
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INTEGRATED BUDGET AND PERFORMANCE 




, rent DC Campus Upgrades in 2005 

At the Early in the ypar, planned renovations in Washington 

us lew!, Optometry Gink and a mm Communrty Health unit 

he objee- anticipation of being leased under the Master Plan. 

tes. SPe Aftermath of Hurricane Katrina: 

•II I" Then in-depth analysis of Katrine's impactto our 
Washington p' Jons is underway. Presently, all 

is being put to the test. Specifically, the Pipes 



OntheSuBpL" 






Case 1:05-cv-01 041 -RJL Document 45-3 Filed 06/06/2008 Page163of219 

mrmmmmm 



CHALLENBES TO MANAGE 



The Challenges to manage 

year, coming from many fronts. In August, Another challenge we faced was en 

Hurricane Katrina left a wake of destruction new branding and marketing campaij 

toppled 300 some mature trees in campaign was launched, the results f< 

Washington. Paying for the cleanup after short of our expectations. 




Mmm Mamont Sjpperrt & 4ss,«terf 
IMng (from Pipes to LsSerde & Scott 



Celebrates! the completion ofUncom 



quarters sod clinics on 2sii toot 
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esident programs. In FY 2006, we will 
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The Resiliency to act 



lent contract and Sea'bee 
our Gulfport residents a 



It all began with our goal to be prepared for 

6-3, Hmergency Preparedness and Response) 
In general, our plan classified the probability 

flooding at Gulfport as "High" - but the 
prolonged disaster - given our generator. 



n of AFRH would be necessary. 






literally saved lives. BPDs Division of 
Procurement (DOPJ worked with our staff 
at both campuses to contract vital goods 
and services.* In fact on August 30, the day 



mad 
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f^^gw 



Washington, we re-opened empty roorps in 


gave a tremendous show of emotional 


support to their Gulfport counterparts. 


the Scott, Sheridan and LaGarde Buildings, 




Plus, we reopened the shuttered Pipes ' 




Building with help from BPD. Many goods 




and services were needed ASAP to make 


Meanwhile, BPD began terminating mo 




of the Gulfport contracts. To help restore 


would be needed in the coming weeks; 














regulate the rising temperatures in the da 


buildings, clean the facilities and gather- 


aged resident tower. All through Septemb 










after two days, including a layover in 


In the end, the support of so many kind 


Atlanta. As the convoy pulled in the main 


people helped us get through this crisis. 


gate, the residents were met with cheers 


And it gave us the strength to endure the 



Uunq cfsMfvrtaMv iml <W)v ratios 



Assktei .ifcfef fmimts. fibvsml 



Martgajieiy. AL - MamaltytFB, MM Air 3 rmtdtms uittftto^rmimi » Mobile 
Mmsm Wjkj ies$®sM4fsrs>tmmBCj mmm terae via Montgomery V4 Hospital 



Indepe^eH bvtig residents 17 buses* 



ARU-asshagtsa-vestaym'Anam, 6A « msilents aim ml m 
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BPD Helped Us Acquin 



'D Helped Us Purcnase/ Contract: 

Pajamas 

Washers & dryers 



Added security services in DC 
Social workers (to assist with family 
contact /financial guidance! 

Pipes Building' 

A structural, mechanics!, electrical i 

environmental study of AFRH-6ulfporf 



hire Unfulfilled Needs (as of 9-30): 

Dental Services 

Nursing Home & Assisted Living 



Air transport for long-term care residents 



■transport! 
m Mobile, 



Lodging for various Gulfport staff in DC 
Heat St Phone service in Pipes Building 
Repairs far LaSarde kitchen (to serve 
additional residents! 
Wardrobes, credenzas, night stands Si 

Couches, mcftners, high back chairs St 



funded in FY 2006. 




1:05-cv-01041-RJL Document 45-3 Filed 06/06/2008 Page169of219 



SUMMW 



The Responsibility to protect 



Assets, Liabilities and Cumulative Results 




of Operations 


from all Branches of the Services, monthly 






Sheet reflects total assets of $213 million 




and liabilities of S7.7 million. About 37 


bequeaths, interest gained on the Trust 






equipment (PP&E), with a book value of 


in the form of situational gifts and appropri 


S77.8 million This PP&E is located on the 


ations from Congress. 


Gulfport, MS campus and the Washington, 










ance by passing the National Defense 


Limitations of the Principal Financial 






created the position of Chief Operating 




Officer (COO) to establish, measure and 












uphold The Promise to care for our resident 


3515(b) Our financial statement, « : . ; re 




pared following generally accepted account- 




ing principles as defined by The Chief 




Financial Officer's Act of 1990 and by the 




Office of Management and Budget (OMB). 




These statements are in addition to financial 




reports prepared from the same books and 


to improve performance - as well as the 



ur operat 



rhange. 



ok followed the 

rategy thai links planning with budget 
id performance. From 2003 to 2005, 






:ss that netted m 
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304 was the sale of real staffing was reduced by 10 percent - fi 

impuses. By FY 2005, the 548 Full-Time Equivalents (FTE) to 44 

inn mi lies m the Real 

an - discussed in detail in AFRH Trust Fund Balance 



Utilities ISas 8 Electric) 
Facility & Grounds mainten 




Square footage requirements 






il l llll Ul l lea a 
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MANAGEMENT CONTROLS, SYSTEMS AND CO 



H.j'' l '"Ll 

The Wisdom to 



Early in FT 2003, AFKH smmaeisl * pubiie-te-ptifciic transfer of the sttsumt- 
ing function to the barca' ; 
i ' . 1 . c .i , ,_- 

firanaJ MavgaaaA r/s em - riUadtru pswoB, 
purchases. 



a repotting tool. Although the transfer date tv 
i . . A3 - m ; i -> -i ... . a ->' i 
;dfoi ipri i 200 • .. i tb i i ' i •• • •roroti by a legacy 
tin ' . .-, « • cat ted litdi t „,»i.. » j f . • 
qitaliikd bpiaiori tfa Irur Is 

Ff 2005 na.io. the Home's fust audit under flu; CPO act snd the Agmcf- first tali 
>nsr wf ;xcoun.in£ -,upp,*rt fr^ra ths BPD UtVugh ^ uritraa ats in pk * *md a 
ddivgry older was <r*"ardtd kr a company to conduct as independent audit in FY 
2004, the company northed us on October 8th that they misunderstood die require- 
m.tu.5 and would not be able to mret the contract timeline of Ntm-mber 15, 3VM. 
Trus imtimdy ^cntnvct ten 
hm tfat cou'd m-„ OH8> ultras rr. date-and i. its. pmmiyii 

The AFRH las n»aki«red its management controls sad compliant* with Ft 
financial systems startdirds for FY 2003. The results of an independent mi 
t J r i h i l ' ! iftotip 

iprowdei ibleassur lattheobj t Serai Ma ^'Financial 

integrity Au (FMrMiO jt\d tt.r F-Q-rar Fuvncmt M intiietaerit impro\ 
..." eei i I Wis , i i bliq-tf>-r>ubfic mq i ' 

accounting function to the BPDS aperienced, well-qtiahfied cc 
with an Migrated financM: mm 
Agency's Financial lerferrttehde, 

Fu thn, I am . •ir4dent tlut AF • Hs pttgw* will cromue m F .00ft, 



tJjwWt 



£^ 



Finiothf Cx 

Chief Operating Officer AFRH 

November 15, 2005 
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by the De_ 

' identify a few are 



OboD) dt< 



major operations planning 
with Federal standard 



SH evolved Jmrn inefficient mi 




e official report is still in draft 
'. bllowing positive quote comes 
Executive Summary 



ittonmen for the staff. TTic change wa 
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MANAGEMENT CONTROLS. 




FEDERAL FINANCIAL MANAGEMENT 
IMPROVEMENT ACT (FFMIA) 



ate for agendas to 
comply -with the Fa ieral 



plans be developed for an 



and economical as 



2, when the COO and CFO i 
matAFRH, the fii 
s were outdated legacy and ; 
" tie integration. Sine 




applicable laws, our valued asst 
protected and our business fun 
properly accounted for. In FY 2 
add •■■■ tr. r integrated applicat 
Financials Hi to our system: O 
This tool will automate asset 



assets. Plus, it will simplify accounting tasks 
even further. Now, standard management 
tasks, such as asset transfers, disposals, 
reclassifications and financial adjustments, 
will be streamlined with automated 



Management Improvement Act (JFM1P). 
Oracle Federal Financials 1 ii include 
other financial applications that provide 
purchasing, accounts payable, accounts 
receivable, general ledger and budget exect 



he sysfc 



Intergovernmental 
Payment and 
Collection System 






FFS13S5 Version ^ 



t\ < : 






,"•■ •', ' 
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SYSTEMS AND COMPLIANCE 



Through our partnership with EFD, each entities hove the same TIN number and 

AFRH business 'program was revi.ewedjio different DUNS numbers and apparently 

estimate the amount of potential improper BPD selected an incorrect DUNS number. 

i J r nufli p n •" 'it «' 1 1.3 s» *<ii tf] l i tf r' h ptil k$5 '0 

payment was found BPO made 7 payrjtents to AFRH, leaving the balance due on this 
tin ' smishiit ( vabk at $3,d'0'0. Ongoing 

*<* itl li*C 1 the > - i c uptt » till i id i 



ADDITIONAL PLANS FOR FY 2006 

AFRH and BPD plan to expand efeis ro. AFRH. These functions induds 

uncover Improper Payments in FY 200.6. Ws 
have targeted a more comprehensive asset 
lenttoi I system usirs 3r le 
Federal Financial lli. Monette, an integrated 
resident-focused, software package, zhiig additional modules will be- added to our 

with the ULTRACare application,, are set fer robust system to expand our capabilities 
t !» -i > s ( < arther. Shoul i 

Resident information System (MS). ' corrective action, in FY 2 . . 

The new RIS wil >f id ige official will d > plan in a* dai 

of routine and specialized funcrtong now with Public Law 107-300, 

performed by multiple, organizations Within 
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EXISTING UNCERTAINTIES AND RISKS 



The Management of risk 



Trust Fund shrank dramatically This was 


• To preserve and improve the facility for 






the end 6f the Cold War (which naturally 


• To provide a sufficient revenue stream to 


decreased funding to the Home). Additional 






' To replenish the depleted Trust Fund 




• To grow the Trust Fund to meet the needs 


Congress provided us with swift legislative 




support by enacting the National Defense 


• To attract development at fair market valu 




that is compatible with our mission and 




• To ensure an open participatory process 






legislation was as bold and brave as the law 




that originally established and funded the 


Aftermath of Hurricane Katrina 


Home back in 1851. 


In September 2005, a Structural and 




Environmental Study was performed at 


T»b Real Estate Master Plan 


AFRH-Gulfport to guide decisions on the 

cost of refurbishment, construction and 




loss. In the interim, various Gulfport staff 




will join the Washington staff to provide 










been developing a Real Estate Master Plan 






tag this new mix of Gulfport/DC residents 


the long-term use and development of the 


and staff. Reworking the business plan 


entire facility The key objectives of this 


accordingly is one of the first orders of 
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win 



The W 1 1 i to succeed 
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staff performance. On the whole, the 
1 lome's strategy is implemented through 



■ly 2005, each facility* 



nd must be continually replenished 




FRH implemented its Business Plans in Employee performance standards were 

Y 2004 with one Director overseeing both linked to the strategic plan and deployed in 

iir.puses. However, in FY 2005, we under- 2005. Our new staff "performance appraisal 

rent changes in Director positions at both form" states the vision and mission of AFRH 

impuses. The Gulfport campus had an and lists the following initiarh es - our 

lierim director, while the Washington strategic goals and objectives - that apply 



o ^n^^^™, ,, 



>u i, il&and Kllqe bkhM 
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In early 2005, a pilot program was initiated AFRH. generic standards (belo 

tofii a innecte lernpie t performance sectio l each employeefe ira 

and objectives on the previous page. Those were rated on these generic st 
applicable objectives were firmly linked to the 




Preliminary results were available in Given that two natural disasters hit both. 

i i r 20(o and i ^r t I 1 existing plans have been' 
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The goals to thrive 



STRATEGIC GOAL 1: FINANCIAL 



standards to even greater heights. 



ssible through vigilant, widespread efforts RESULTS AND IMPROVEMENTS: 
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isolidated all admissions 



re. Likewise, open property 
identified as candidates 
as. Altogether, the objec- 



were realized on the Washington campus by 
closing underutilized and vacant b\uldjng»„ fc "- , 
Also, an evaluation 

>t cts i i F , i , uO^Unn • 
prompted further ajatgv i ui Qui erall 

( ■ i i * i i , <& - \ re v ; In 
i r >j n£ efeour; rscts-yet 

i ! rk ired whenkrp 

na»ural-q»«ww (lit forth ti- 
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,l>t ., I u- 




Deliver Exceptional Service 
an Environment that Attracts 
Enriches Their Lives. 



RESULTS AND IMPROVEMENTS: 



Community and Outreach Programs 




number and variety of programs for resi- 




new programs Kelp create value for society. 


Plus, they boost social interaction and 


brighten the lives of our residents. All of 


which ties in directly with our corporate 




In Gulfport, these community and rriili- 




Base, the Naval Construction Battalion 






Center, William Carey College, the Girl 


Scouts, Boy Scouts, Gulf Coast Senior 


Games, the National Barbershop Quartet 


Federation, local recreation departments 




Medical Center therapeutic swimming trips, 


free resident tax services by AARP and Pet 




In Washington, we focused on partner- 


ing with local elementary and high schools, 


plus City, County and private agencies. 




opportunities for our residents through 
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HISBSS&Sb i Ui&& "A^ 



iKlpm .mi- ; - 

tetetb aFprog^m at Catholic'university "<* OFPROBIICS^ 

and exchanges with Walter Reed Military Currendy, all eorom r.~ >f , ( { yttaios "" <'. 

Hospital. We partnered with Veterans of inGuii u , ■ « < I ' thed^s 

I -ri . (VFW) and the Anteri n fi i r rn - t C'"i' ■ " ■ •„> « ubsequenl 
L i, , J ,m . tted m ml , i i , ', H , . u pi I Gull) .11 

tional bowling program. Altogether, these re id nh 1 nii,i", 1 nuststep 

pragrsn 1 I, > 1 , | • ■ MB* %r aidfil n 1 m ul 1 

rbothresid , . 1 < ,n . 1 . ' • 1 ,'''■' ' ' ' " 

uiteg [<• /1.' J - 1 i community 

When the storm struck the Gulfport campus pu-p ,..,..-,, 1, '*,.-,. tt * 

on August 29, it altered our operations and radi J tnn. ! 1 1 , , I a tu ; ,'>v 

community, in turn, gave back plenty of .1 _ ' « • 



;s -■.'-"■ 
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„„,i >.. ms .;• ....-"■ m i ip di 

,' pit < • BJ! %• 1 .' ' % Motkj 
- l < S . . ,j H , : . - . . t Li I r» 
, struct . ,..--...* .i ..i J' ou- 

. 11, Ignftu 'I KB J( MPS OiiiU; k« 
ii, J ill . » ,•!<•!> > 'I, - • i 

. '■■•'--.' i 

STRATEGIC GOAL 4.-/ LEARNING AND GROWTH 



sionaiOovtloprasiaod, 
ienca for AM Start , 

ae prifk.* lfe,3l rm prjk^iorai 
Hem E8i4 ^i^U-n^e- foraflstaff 

* u ItL^ fi. i ill I 

1 , i.j, i '! i i nr •moi-t 

1 n q^ ', ' ,i j 

ro? th f * the ent i iui > 
V\ n y ,<,<- / I r , >!•> i in j ro a 

Kir U - nd gain from the 

RESULTS AND IMPROVEMENTS: 



resident care. Tn March 2005, AFRH- 
Gulfport underwent a ti> ■> u^, '.i-~ 
and received JCAHO's Gold Seal of 
Approval™ . This award is only given i 
organizations that meet the Commissii 



nd July in both 



need, on-the-sp 
dinjun, 



he pilot program for perform 



quality is measured, globally To 
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zssaiBmmiMmi* 




Key Sake/millers. LACK OF PROGRESS: 

The flow of information to key AFRH stake- Training pre 

ment in activities was a major performance inspections. Yet, our managers must 

outcome. Both campuses easily exceeded the develop more in-depth and specific 

minimum requirements for one initiative and training requirements in the future. 

one article for publication. Numerous activi- j^ s ^11 ensure 

ties and articles appeared to publicize cam- remains the pr 



STRATEGIC GOAL 5: CULTURE 
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P 



ml Mamgumnt Ombudsman, Public Affairs Coordinator, 

H igriH p 1 p m inpl h ir S ' • J ' ' 

., ' ( , e , 100 Followi > Swimming Pool Attendanl I Wxxl Shoe 

bm linked our corpora ' hermore, our Vblunt 

ji employee perform rsdevelor. i dor 

, , j | i, r l 1 , , . in conjunction with the 

•was hunched jn January and preliminary , Directors of Resident Services, 
results were reported fa July. We are pfessed ; Throughout the year, our residents gave 

r r , t! . i F Inspector talks to local groups, manned a clothing 

t i ' i Plan for its qualit re, produced i 

' It ■ i » " ' " ' ■■> '"15* with Walter Reed Hospital and the VA 

rollout in iht ni ul year And 

* " " ' " " ' V outside com: 

zations and religious groups cai 
to help our residents in a variet 
April 2005, our community ser 



got involved with a v 



In Gulfport, the Volunteer Coordinator IACK OF PROGRESS: 

developed descriptions for the following Most performance obje 

positions: Auto Hobby Shop Attendee, Bike addressed. However, w 

Shop Attendee, Bingo Coordinator, Golf direct link to individuE 

Green Coordinator, Grounds Keeper, dards will enhance the 

Information & Referral Specialist, Lifeguard, of our program. 
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PROGRESS CHARTS 



A swift change to our strategy has been 
mandated, due to the extensive impact of 

show the progress being made in FY 2005 
before the storm. The columns on the right 
reveal that all Gulfports initiatives are Off 



- and all of Washington's initial 
Katrir ] Ser to fulfill o- 
;d as quickly as possible. 
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The Perseverance to protect 
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The Vitality to rebound 





JL am very pleased to present the AFRH 


image management and services on our two 




campuses in Gulfport and Washington. 




Successful changes to our business, practices 




American people indicates our stewardship 


in die past pushed the staff to continuously 






modify and adapt their day-to-day activities. 






Then, the storm of the century, Hurricane 




Home itself has rcbeund'J \ tr ill the 


Katrina, overwhelmed us and forced us to 




AFRH Trust Fund experienced positive 


combine residents and staff into one. -campus 




growth for the second consecutive year. This 


in Washington in the final month of FY 2005. 




positive- upward -climb marls a new trend. 


I am proud to acknowledge that our staff 




that lias not been displayed in over a decade. 


fulfilled their part as we strived to meet our 




AFRH received an unqualified opinion 


strategic goals and objectives - as required 




on our FY 2005 financial statements. This 


by the Government Performance and Results 




demonstrates that the significant changes 






we have undertaken since 2002 to- improve 


this good work. Our ultimate plan is to 




accountability have worked., hi partnership 






with Bureau of Public Debt (BPD) in the 






Department of. Treasury AFRH is .complying 


thought provoking. We must take a strategic 




with the Federal Mangers 1 Financial Integrity 


pause and reshape the AFRH Business Plan 




Act (FMF1A) md the federal Financial 


for Ft- 2006. All our strategic gods and 




! i % i provement Act (FFMIA) - 


.objectives are effected and must be consid- 




which are discussed in the Management!* 






Discussion and Analysis. Section. A special 


Rework- of our strategy, along with our con- 




thanks goes to our financial partners at the 


tinued focus on process improvement will 




BPD, who made this unqualified opinion 








establish Management Boards and assemble 






teams for continued process improvement 




Coast set to motion the exodus of long-time 


and compliance. 




residents and staff of the Home in Gulfport, 


In the aftermath of Katrina, we took stock 




Mississippi. The effects of this storm have 


in our great fortune: no life was lost. For 




only begun to be realized. For the past few 


this, many thanks are in order. As the former 




years, we have been working towards the 


Interim Director of AFRH-Gulfport and a 




toe Mode | N amino 


participant in the evacuation, I was witness 
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MESSAGE FROM THE CHIEF FINANCIAL Oh 



to the professionalism and hard work of our 


swiftly and -decisively to assess our needs, i 




Gulfport staff. They performed flawlessly 


Wit! i they procured 




according to our emergency plans. The safe 


dozens of requests - from charter buses, 




movement of owr residents is a tribute m their 


water and food - 1& pillows, blankets, and. 




Ju f . I <> th - f e f* t Jp.QH 


supplies Thanks to BPD, our residents were 




out Washington staff was equally impressive. 






We salute them for opening a mothballed 






building within the week to- receive new 






occupants ... for sponsoring a hearty wel- 


service providers in the Federal 




come for the displaced Veterans ... for 


Government, 




recruiting on- and off-campus volunteers 






who helped so effectively . . . and for main- 


inspections and audits ... as well as natural 




taining and expanding operations with such. 


disasters, challenges and emotions. And we 






fared very well during all of them. In the | 




1 want to extend a special thanks to 


wake of the storms, we look forward in j 




the tough and talented Seabees (Navy 


FY 2006 to bring many new challenges. 




Construction Battalion) for their unwavering 






support in Gulfport prior, during and after 


performance as we march with confidence j 




Katrina. With their help, we were able to 


toward our fp%h and objectives. j 




prepare for the storm by installing plywood 






over windows and nailing doWn loose 

objects. During the storm, they also- quickly 


Mm«^ A. ^/Wwu*— J 




moved handicapped residents away from 








Steven G. McMamts 




helped clean up debris and. gumzl out 


Chief Financial Officer 




■campus. In the end s our success was greatly 






enhanced fey their dedication and hard work. 


November 15, 2005 




The contract support that AFRH received 






from the BPD during the evacuation of 






Gulfp'ori ft* Katrina is a model for 






pubiic-te-public competitive sourcing. 




Starting with our limited connections via cell 




phone just after the hurricane, BPD acted 
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The Foresight to Plan 



F t marly a lecadeiwv, tre Vfchtngtf i 


. - ne wills . "•<- m rai 


r.i t i pt its i sgi til bee m 


iltentiti^ffis -for femre development on tits: 


the most fastest-growing aid thriiring 






Plan. V* will also analyze the various 


272-acre site, nestled to the heart of the 


i n ( - a eV it r ' <* - h 


Nations Capital - in the desirable 


residents as well as our bottom line. 


Northwest portion of DC, M we look to 


As required by National Environmental 




H '. I9t 1 l& ,-,)i 


tremendous resource ~ arid take advantage 


as ME ill" euwltanal h ■ 


cf unused or underuQlired te«»l estate. 


tiw development scenarios. These are 




referred in a proposed • - n KEJ 


Oor Brand Plan 


whereas: art gftemative with no new feel- 


Current ■ > >■ 1 ' < it » 


opment is referred m as the "no'-actitm 


more than IOC' buildings jni ancflbry 




structures designated m the Nattonsl 




Landmark District AFRH has been devd- 


Our Considerations 


opc ,n i- .i u ! i " pusti 


if cnentul development on out expansive 


lead us into the future. This Plan will hdp 


campus jtdudf AKRH Faortti^, Office, 



Residential Quarters, Research and 



to protect Services, Foreign Missbns, Educational 



well & Institutional and Ancillary Retail 
Shops. Opt* we meet with ail related 

i and Sriiiirze our 
stake the roest prudetst 
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BROWN & COMPANY CPAs, PLLI 



INDEPENDENT AUDITOR'S REPORT ON THE FINANCIAL STATEMENTS 




U~- 



""T^S^" 



BROWN & COME&NY CPAs, PHX= 



AidlUagSumhrth, issued by Ike 



u-< 



e^r^- 
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AUDITOR'S RETORT 01 




(b*~-. 



e*^^- 
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n at September 30. 2005 end 2004 (In Do 



General property, plant and equipment, n< 



Total liabilities 

Total Stabilities and net position 



$ 7.832,271 $ 6M3.7X 



$ 213.166.823 $ 210.469,466 



»d Forces Retirement Home Consolidated Statement of Net Cost 



its with the public 

ned revenues from th 
with the public 



$ 14,544,577 


$ ■ S,074,«>Q ■ 


f4.026.112> 
$ 10,518,465 




$ 58,167,905 


i c ,.- 561 


fl3.928.789) 


05.02->.18<j? 


t 44.239.116 
$ 54,757,581 


f 3.*.9ei,l?5 
S 384.ol.548 


$ 54,757,581 


$ 38.161,548 
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of Operates 


' * '" ' 


$ 203,525,736 


- ISS1S5 


$ 203,525,736 


, 


48,228,592 


».M5.«W 


1,006,078 


>53,d73 



rransfers-ia/out without reimburs 



Imputed financing From eo 
Total Financing Sources 

Ending Balances 



38,568,397 
54.757.581 



: -: ',-,i 




r 
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lor tie years untied September 30, , 



Beginning of period 
Spending authority from offsetting collections: 



66,824,000 $ h ->V / -i/-.,v 
20,661,522 " ' ' .j -i 



-< , , - ., , " 



$ 95,488,624 $, •f.'Mi.t.X 



Unobligated bal 

Apportioned 

Total status ol 


trendy available 
budgetary resources 


Relationship of 
Obligated balan 


Obligations to Outlays 

ce, net, beginning of period 


Obligated balan 


ee, net, end of period 



S -,' -1S.7(. 

__iy-y.:-c: 



58,262 i _ 90J6.98S 





Outlays 

Collections 

Less: Offsetting rec 


eipts 


60,653,086 


(t,73oi | 




ft 60.653.086 




S 60,653.086 


$_ 68^13,190 
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lor Hie years ended September 30, 2005 and 2004 (In Dollars) 



Budgetary Resource; C b!>gi>trd 

Less: Spending authority from offsetting 

collections and recoveries 

Obligations net of offsetting collections and rei 




Budgetary offsetting collections and receipts that 



tT'parioi 




nst of operations 


fotal Reso, 


ircesUsedtol 


finance the Net Cost of Operation 


;omponen 


sits 


:osi of Operations that will not 
; or Generating Resources 


mTwure Periods"'' * 


■•■:•■ 


SC=! 


Net Cost of Operations that will 



210,482 




$ 20,404,735 
3,180,991 


$ ' I ■., 


(5.200,000) 





315,S57 
2,112,64? ' 











Total components of Net Cost of Operations that 


5,567,942 

3,893,878 

12.266 

$ 9,474,086 


$ 6.737.367 j 




$ 9.651.320 


$ a^so.014 




Net Cost of Operations 


$ 54,757,581 


$ 38.161,548 




r^ m „^u^ m M^«^— 
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AFRH - NOTES TO THE FINANCIAL STATEMENTS 



Changes to Net Position, Statement of 
Budgetary Resources, and the Statemei 
Financing. In accordance with OMB 



A. Reporting Entity - The Armed Forces Retirement Home 

(AFRH) was incorporated on November I, 1991, by section 
41 1(a) of 24U.S.C The AFRH is an independent agency in 
the executive branch of the Federal Government. The AFRH 
has two facilities. One is located to. Gulfport, MS and the 
;d in Washington, DC. 



on of the AI 






.re throu^i a comprehensive range of services for 
Americas Armed Forces Veterans. We support our residents 1 
independence, dignity, distinction, heritage, and future of 
continued life-enriching experiences. Together, the AFRH family 
of residents and staff create a place of caring and continual 
learning. We are committed to providing the best housing and 
support services possible and creating a true community of 
accomplished, independent residents, who ate free to explore 
their talents, pursue their interests, ar,d Mow their dreams. 

The 1991 Defense Authorization Act created an Armed 
Forces Retirement Home Trust Fund (Trust Fund). Governed 
by limitations determined annually by the US. Congress, the Trust 
Fund is used to finance operating expenses as well as capital 
"" an annual and no year basis. 



B. Basis of Presentation - The financial statements haw been 
prepared to report the financial position, net cost of operations, 
changes in net position, status and availability of budgetary 



of the Chief Financial Officers Ac 



.15 fot : 






ire fully supported by, 5 
s artel records of AFRH in accordance with tire hierarchy 
counting principles generally accepted in the United 
- i ,c i ' < < | i i he principals of 

rai Accounting Standards Advisory Board CFASAB), OMB 
liar A-136, Financial Reporting Requirements and the 



Budgetary Resources, arc different ft 



■ 



basis and a budgetary basis. Under the accrual method, 

revenues, ate -recognized when earned, and expenses are rec- 
ognized when a liability is incurred, without regard to receipt 
or payment of cash. Budgetary accounting facilitates compliance 
with legal requirements on the use of federal funds. 

To assist OMB in recommending and publishing compre- 
hf*na\ c ac-mmmg standards arid principles, for agencies of 
the Federal Government, the Secretary of the Treasury, the 
Comptroller of the United States, die Director of OMB and the 
joint Financial Management improvement Program established 
the Federal Accounting Standards Advisory Board (FASAB) in 

Council designated FASAB as the accounting standards 
authority for Federal government entities. 



entity thai the entity has earned. Exchange revenue is derived 
from the rendering of services, the sale of resources and the use 
by others of .entity assets yielding interest or dividends. 

fees, rental income, leases and. sales of land, custodial services, 
meal tickets and interest earned on Treasury securities. 

provided and is invested for future funding requirements. 

Non-Exchange ftavanuas - are inflows of resources the govern- 
ment demands or receives, by donation. Such revenue is rec- 
ognized when a specifically identifiable, legally enforceable 
claim: to resources arises, to the extent that the collection is 

The AFRH's non-exchange revenue consists of military fines 
■and forfeitures, monthly payroll withholdings from enlisted. 
rnilitary personnel, bequests and donations. Non-exchange 
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ne AFEH receives the majority of funding 
needed to support operations and capital expenditures from the 
Trust Fund. The Trust Fund is financed by military fines and 
fort ti . nomhl | r« '1 ' J a don fr< m li d militat 
personnel, resident fees, interest earned on Treasury securities 



The A! 






collectible. Accounts receivable from the public include 
Reimbursements from employees An alWsnre tot uncollectible 
ccounssn from the publi i b .. ho »u ' I) 

all colleaiort efforts, management determines that collection is 

unlikely to occur considering the debtor's ability to pay, or (2) an 
account for which no allowance has been bl 1 ibmitted 
to the Department of die Treasury for collection, which takes 



2005 an 



ay agency lial 
:ncy payments art 



e and are reported by the AFRH in the U.S. 



may only be invested in interest bearing del 

by the Bureau of the Public Debt. The AFEHs investments 

purchased exclusively through the Bureau of the Public De 

DlllLT'.itnl " i ■ ITre 






entity, is not subject to Federal, 
xordingly, no provision for 



I. General Properly, Plant and Equipment, Net - The AFRH owns 
the land and buildings in which both homes operate. The majority 
of the property, plant and equipment is used to provide residential 

and health care to members and is valued at cost Equipment 
purchased, transferred, or donated with an acquisition cost 
greater than or equal to $25,000 pet unit is capitalized. Routine 

tenant * \ i i I • eun Con > n costs at 
capitalized as part of the constmatcn-m-progriss account until 
the asset is completed then transferred to the appropriate property 
account. Depreciation estpense is recognized on property, plant 
and equipment with the exception of construction-in-progress. 
Depreciation is recognized u ! 1 t i J r 

the assets' useful lives. Other equipment is expensed when pur- 

: classified as general property plant gnd equipment. See Note 4 

preciation on property, plant and equipment are as follows: 



Description: 



ul Life (in years) 



method fi 



: AFEHS inl 



to hold th 



erations. No provision is made for realized gains or losses on 
, sec rides due to the fact that they are held-to-maturity 

received ni In n I idd to turi in , 

ued by the Bureau of the Public Debt. The interest earned or 
: certificate is reinvested in the certificate on a daily basis. 
ese investments are classified as trading securirtes. The meat: 
■m the daily interest earned is recorded on a monthly basis. S 

Accounts Receivable - Accounts receivable consists of amour; 



4 Infrh'if'* covered by budgetary or other resources are those 

liabilities lor which Congress has appropriated funds or fending 
is otherwise available to pay amounts due. 

by budgetary or other resources is dependent on future 
Congressional appropriations or other funding. Intra- 
got rnn inal habiUi - > ' claims against the AFRH by other 

Metal agencies, liabilities not covered by budgetary resources 
on the Balance Sheet are equivalent to amounts reported as 
Components requiring or generating resources on the Statement of 
Finac-ir- uJtt it U> the mi e-u octir m t erugt 
capacity, can abrogate liabilities. See Note 3 for additional information. 
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FINANCIAL STATEMENTS 



ral is reduced as leave is taken. The balance in the a 

■ account, .is adjusted to reflect current pay rates, lie 
rutted with other types of vested leave, including co< 



N. Imputed Costs / Financing Sources - F 

G iii i» t bursingthep imj • 

for all the related costs. In addition, Federal C. . 
'dim incur costs: that are paid in total or in part by other entities. 
l i <1 i • - > "i e 1 b? toe recovui 

for costs that are paid by other erttiu.es. The AFfSH recognized 
imputed costs and financing sources in fiscal year 200:1 an ' 



2004 to 



idbyth. 



but not taken. Nonvested leave is expensed when used. 

M. Retirement Plans - Most employees participate in either 

the Civil Service Retirement System (CSRS) or the Federal 
Ernplc s - Retiremettl Jl h iplt 

participate in CSRS are beneficiaries of the AFRHs matching con- 
trtbution, eq • ' ' < % ' but it" imi 

account in the Civil Service Retirement and Disability Fund. 
FERS went into effect an January 1, 1987. FERS and Social 

D mber31 i Employees hired prior to Januai ' '984 
elected to join either FEKS and Social Security, or remain in 
CSRS. FERS offers a savings plan to which AFRH automatically 

3 an additional four percent of pay. For FERS 
rtidpants, l tFRH al cotttrita l crop! Mtchii 

share of Social Security. 
FERS employees and certain CSRS reinstatement 

are eligible to participate in the Soda! Security program after 

share of the required contribution. 

The AFRH recognizes the imputed cost of pension and other 
retirement benefits during the employees' active years of service. 
OPM • leterminepei i cost £ tors by calculating the 
value of pension benefits expected to be paid in the future and 

expense reporting. OPM also provides information regarding the 

full cost of health and life insurance benefits. The AFRH recog- 
nized the offsetting revenue as Imputed financing sources to the 
extent these expenses will be paid by OPM. 

The AFRH does not report on its financial statements toforma- 
. nprtauuw o tbr .rur-rotm idui .-o'l^ii cmplnyee- 

1T i i j i e i pleri assets, accumulated plan bene- 
- - - iunfundedja^ies.ifany, is me responsibility 



its reported in the financial sti 

s. Such estimates and assump 
. more information becomes fa 
mounts reported and disclose* 



lontingent when th 



t - Liabilities are deemed co 

certainty pending the outcome of future events. The AFRH rec- 
ognizes contingent liabilities, in the accompanying balance sheet 
and statement of net cost, when it is both probable ant! cat be 
reasonably estimated. The AFRH discloses contingent liabilities 

of future events is more than remote. In some rases, once losses 
are certain, payments may be made, from the judgment Fund 
maintaL ed by the U S Tre jrorv tather than from the amounts 
appropriated to die AFRH for agency operations. Payments from 
the Judgment Fund are recorded as an "Other Financing Source" 
when made. There are no contingencies that require disclosure. 



A liability is recorded for 
il and estimated future payments to be made for workers' 

rsuant to the Federal Employees' Compensation 

actual costs incurred are reflected as a liability 
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36/2008 RjMjrg l * "y^S^p flB SB S 



52 91] f 6,741055 

24,841,901 114 (15 5S 

1 ,195 / 1,09 " 
(727,909) 



Unobligated Balance 

Available 

Unavailable 

Obligated Balance not yet Disburse* 



33,296,782 
87,044,438 
9,200,924 



,,,,,,; , I, , , , I ," ,nfnH !.,.(.,, '< ,j 'I - i . Wig i . up 

Uort, or/or paying claims attributable to (heap * " 

period of availability restricts* on ihssefmiz 



obligated capital fund balances are treated as no year funds. Therefor?, 



MK Note Matures October 15, 2006 $ 36,726,000 $ 703 If" 

MK Bill Matures December 29, 2005 87,056,000 $9 _ 

One Day Certificate Matures Daily 874 — — 



S 1.095.759 S 124.841.901 
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Note 4. An 


rod Forces Rent 


- 


me General Property, Plant and Equipment 
tl equipment K at September 30. 2005 










AcqaiS cZ 


E5E 


Book Value 


1 'e-.i. ph.- 1 ' 

Construction in Progress 
Total 






$ 1 82 70 
130,0 ;,-.'! 

U89tt,oqi. 

S 208.356.985 


ao^i^' 


. 1. i\..r 
S 77.871.110 






$ 1130,485.875) 


Schedule of Property. Plant and equipment as of September 30, 2004 










Cost 


Depreciation 


Bookvl" 


Land & Improvements 
Buildings & Improvements 

Construction in Progress 






« , ' 't 


$ (9,059,393) 

(114,354,983) 
(2,337,4971 


i, • 

i,* » r . 








$ 1125.971,873) 


S 86.902.106 


depending cm the net beck value of the asset sold. 

and equipment located at the Guljport, MS campus. After a 
A loss of $3,893,878 was recorded upon the disposition of tl 


tions to sell antiquated and unused property on behalj of the APR 


»lcostof$7,it>5,804. 






Note 


5. Liabilities 






£5S»tjS 


: S^=EE5r^ z 


Is and annual leave (funded and unfunded) earned 

( but were mi paid. Similarly, payroll accruals 









Unaudited 






Payroll Taxes Payable 
Unfunded FECA Liability 
Total Intrsgovernmental 


1, 760^93 1 
Z088.914 


s 

1 • '„ 




■ '1341,312 




Accrued liabilities 
Accrued Funded Payroll 


L9iil884 
896,864 
1.586,308 


I t, 
L.078;27ci 
' «957J8 






Total Liabilities 


$ 7,832,271 


$ 6,943,730 






All liabilities are current liaMitles. 
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•i , | Mid) lis no '- ti IB wi!i I j i • Belli Furtl mare noil J _ i ; 

lioMily. As of September 30, 2005 and 2004, unfunded leave and FECA lialiility balances are 13,347,239 mi S3.380.4S7, respectively. 



iirt Home Operating / Program Costs 



,8 •>. «S i u 

4,273,749 4,irJ,577 

17,377,325 17,02,11 
5,689,488 

12,337,635 1 ' , 

8.671 '_,_U. 



S 72.712.482 S 77.059.021 



It 



and liabilities associated with sueh benefits arc the responsMUy of the administering a^ncy - the Office of Per 
„ , i ) , . s . „ km Pi ii etons or cowl . ilnsUlieAl 

„ ,i r a cptmbcr 30. 2 • i • ■ 131,727 1 
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The requirements to meet 

Federal agencies are required to classify and estimable for depreciable purposes. Since the 

report "heritage assets," in accordance with the most relevant information about heritage assets 

Stewardship Reporting." Heritage assets include physical units. 

property, plant snd equipment that possess one All told, the AFRH has four buildings and 

or more of the following characteristics: historical structures designated as National Historic 

or natural significance, cultural, educational, Landmarks. However, three of these are considered 

aesthetic value or it lutcct i U • significant. B be "multi-use" heritage assets - where they are 

The cost of heritage assets is usually not used in day-to-day government operations and 

determinable. So, the AFRH does not place a not used for heritage purposes. In accordance 

thresholds for the designation of property, plant assets are accounted for as general property. 
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Array Corp of Engineers 


$ 6,523,911 


ixi-tiui i 


514,398 

2.59L408 

* 3 16R.942 


• ■ 1^53.8)2 
63,136 




* 6 52T911 


*. ummi 


i^$AiS$£± 






.|)V'.' ; fS-'.^'-t' 




.„.- «,. 


■ /■; ' V4.0?3) 


(1,760,931 


(44,864) 

" •>« 

,1 «,9 ! 

(7,248) 


a&snj 




,. 0,571) 
' 05,882) 
025,716) 


S 1194.644) 


11.760.931 


S 12.088.914) 
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, . >,*,-"-: 



Payable h . 



(1,583,697) 



$ (195,422) $ (1,583,697) $ (1,848,312) 
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The CLge to embrace 



I his eccentnc club began with a few 


believe silliness is the comedy relief of life, 




middle age with verve and humor So one 


as well join red-gloved hands and go for tht 


day, they decided to go to tea, wearing 


gusto together" Underneath all the frivolity, 


bright red hats and gloves - and the most 


these women share a bond of affection and a 


outlandish purple dresses they could find. 






pens to take them next. An AFRH chapter 


into a national organization- The official 


was formed in Gulfporl and boasts dozens o 


Web site of the Red Hat society says, "We 


members that meet for tea, lunch and fo% 



"Ode to the Red Hat Society' 
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APPENDIX A -ACRONYMS 



Acronym Meaning 



COO Chief Opi 



«# 



r + i y * 


■P 


•i » • 


1 




■ 



OSHA 
PAHT 



Program Asset Rating Tool 













mmt^i&w'Z, 






■ '■ v " > 


WLi 


rga^y^.jW ^MgV*%|nraj 










■r^x " v* : ii 
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AFRH 



Protecting a promise I Renewing a trust. 




